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Paris and Geneva 


WO international documents of the first. importance have been 
laid before the public opinion of the world this week, and are sum- 
marised on later pages. One of these is the Draft Charter elaborated by 
the International Trade Conference at Geneva. The other is the report 
of the Paris Conference called to put substance into the Marshall Plan. 
There is an element of irony in the almost simultaneous appearance 
of these two documents, For they. take their rise from quite different 
conceptions. ‘The Geneva Charter is a product of American thinking of 
1944, of the same order of ideas that produced the Bretton Woods twins 
and the conditions attached to the British Loan, of the optimism of those 
days, which expected a rapid convalescence from the war, and a more 
determined effort than was ever made in the 1920’s to return tothe Liberal 
Era. It was thought in America in those days, and by no means 
unselfishly, that the best service America could render to Europe was to 
propel it as rapidly as possible back to normality. The Paris Report 
is the first fruit of the almost directly opposite conviction of 1947— 
that Europe’s convalescence will be very lengthy, very difficult and 
very costly. 

There is a formal link between the two documents, in that one of 
the principles by which the sixteen Marshall nations promise to be 
guided is that they will work for the liberation of trade in accordance 
with the Geneva Charter. But it is no more than a formal link. In 
substance the two documents deal with entirely different worlds. The 
Paris Report strives, with much success, to be precise and factual about 
what will happen in the next four years ; what lies beyond is left very 
vague and cloudy. The Geneva Charter, on the other hand, is to be in 
suspended animation for five years; its very detailed and elaborate 
provisions relate almost entirely to the remote world of the 1950's. The 
Paris Report is all realism, the Geneva Charter all aspiration. The ques- 
tion to ask of the Paris Report is whether it mixes with its factual realism 
for the present enough spacious ambition for the future—and of the 
Geneva Charter, whether, for all. its generosity of conception, it comes 
down close enough to the earthy facts of real life. He who wants to find 
a consistent thread of thought running through the current endeavours 
of the Western democracies must school himself to be a warm idealist 
at Paris and a cold realist at Geneva. 


Both documents, so regarded, fill the observer with much the same 
feeling, not of satisfaction but of belief that they are probably about 
as good as could be expected in the circumstances... The primary test 
of the Paris Report is whether it is anything more than the shopping 
list that Mr Molotov predicted. The draftsmen of the Report have 
perhaps been unduly sensitive to this charge. The plain fact is that 
any programme for Western Europe that had to be drawn up in August 
and September, 1947, could not be more than an aggregation of national 
requirements. It would be very foolish to pretend that anything in the 
‘nature of a Western European economic policy 
or that more than gestures towards it ate made in this Report. “ Inter- 
‘change of information” about iron and steel, for example, will not go 








506 


very far to ensure any integration of the metallurgical industries 
of Western Europe. 

The real test of whether the Paris Report is more than a 
shopping list lies not in what it has been able to.achieve for 
the present, but in what it promises for the future. Here again, 
it is mecessary to remember the time-table. There is no under- 
taking, however qualified, to create a Customs Union. The 
principles to which the participants pledge themselves are very 
general. And even the promise to set up a permanent organ 
of co-operation had to be left, owing to the opposition of the 
“ neutrals,” in a rather ambiguous state. But couuld more have 
been expected in two months ? 

Much therefore depends on the energy and sincerity with 
which these fine-sounding phrases’will be crystallised into actual 
policies in the years to come. ~ Some European ‘tongues no 
doubt were in their cheeks. But the Americans will take these 
statements of principle, and the continuing organisation, very 
seriously. They constitute the quid pro quo on the strength 
of which Congress is to be asked to vote very large sums 
of money. There will unquestionably be attempts in Washing- 
ton to turn vague principles into precise Conditions, and those 
conditions will be enforced. The attempt to enforce conditions 
might, of course, ruin the whole proceeding, if the conditions 
were unworkable, as those attached to the British Loan were, or 
if they intervened in party politics, as would a demand for a 
halt in nationalisation. But any European who is tempted to 
argue that there must be no conditions at all had better think 
again. There certainly will be conditions. What is to be hoped 
for is that Congress will choose wise conditions. And Europeans, 
on their side, should realise that they will never achieve unity 
without external pressure of some sort and that there are 
many forms of external pressure that would be very much 
worse. 

But what do the Americans regard as wise conditions to 
impose ? It is here that the ITO charter becomes relevant, 
for there is no doubt that a steady movement towards it will 
be the prime condition.. Both the provisions of the Charter and 
American ideas about how quickly it can be introduced have 
been much mellowed since the days when the loan to Britain 
was negotiated. The crucial point, as always, is the doctrine of 
non-discrimination. In the Charter, it is hardly to apply at all 
for five years, there are exemptions for trade between a mother 
country and its colonies, for discriminations that are part of a 
plan of development, and for action taken by countries in diffi- 
culties with their balances of payments. These exemptions 
(which replace the provisions of the Loan Agreement) should 
remove most of the harms that the former rigid doctrine of non- 
discrimination has already begun to do. 

But surely something more is required of an inspiring 
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doctrine of human salvation than that it should be deprived of 
all possibility of doing-harm. What one searches the se 
Charter for, and searches in vain, is a positive principle, Jt 

perfectly true that no solution of the world’s economic problem 
is thinkable without freer and more rapidly expanding trade or 


without fuller scope being given to the advantages that can 


spring from the division-of labour. “But it is-really not possible 
any longer to believe that the mere removal of barriers wij] 
achieve the result that is desired. Some positive effort is se. 
quired and an opportunity has been missed to say what it might 
be, to list not only what it is wrong for nations and their govern. 
ments to do in the field of international trade but also what it 
is right that they should do. ‘ 

Much the same can be said about the other great prescription 
that America is urging 6n Europe, that of ‘fiscal reform and 
balanced budgets.. It is necessary enough, im all conscience,’ 
Without corifidence in the currency, all economic reconstruction 
is vain. But, again, is it possible to believe that fiscal reform 
by. itself will achieve very much ? What, for example, does it 
contribute to the great economic problem with which aj] 
Western Europe is faced—that of securing enough saving and 
capital creation to ensure economic progress without permitting 
an intolerable inequality of wealth ? 

So the major reflection with which the reader of these two 
documents is left is a melancholy one. The American inter- 
vention in Europe may, indeed, attain its primary object: 
Europe may be preserved from starvation, economic collapse and 
political insanity. And that will be much cause for gratitude. 
But where shall we be then? Simply back where we were 
before. The element in the Marshall proposal that aroused s0 
much hope earlier in the year was the suggestion it made that 
Europe’s present extremity could be used as a lever to create 
something better and stronger and firmer than existed before, 
But those hopes are diminished. The Western European nations 
find it very difficult to rise above their national preoccupations. 
And the price that America asks them to pay for the aid they’ 
are to receive is adherence to a set of principles which, in a 
European context, are almost wholly negative. 

Western democracy, on both sides of the Atlantic, in short, 
is still trying to fight Communism with little but. nostalgia to 
offer in its place. What Marshall-cum-Clayton offers, if all 
goes well is to get back to the mixture as before, and 
though that would be something achieved compared with 
the frustrate chaos of today, it is difficult to see in it any+ 
thing that will create the economic or (what is perhaps even 
more important) the social, political and moral élan needed to 
restore real productivity and real social stability or to withstand. 
the perpetual hammering of Communist opposition. The initia- 
tive has not yet beem seized for twentieth-century liberalism. 


Must Uno Split ? 


HE Soviet Union is still a member of the United Nations, 
although a week ago Mr Vishinsky treated the General 
Assembly to.a tirade which sounded in parts like a defiant fare- 
well. Indeed, on the main issues now before it Mr Vishinsky 
need hardly speak again, for that speech had everything: the 
main heads of indictment against the West, all the grievances, 
all the suspicions, everything except what everyone wants to 
know—the real motives of Russian policy. It was utterly 
unconstructive, blatantly unco-operative ; its self-righteousness 
was frightening. It offered for the rest of the Assembly’s 
session no prospect save that of bitter wrangling over problems 
which demand. action, but which can be dealt with only in 
defiance of a Soviet delegation voting in a perpetual minority. 
Nothing could seem at first sight more futile, but it is a 
vital Soviet interest to remain in the United Nations, to cripple 


the Security Council by delaying tactics if it tries to act against 
Soviet or satellite policies, to widen its jurisdiction if that will 
embarrass the Americans or the British, to build up its prestige 
as a rostrum from which a nervous and irritable world can 
be addressed in ideological terms. At Lake Success and 
Flushing Meadows a picture can be built up of a world hostile 
to Russia which is transmitted, with every appearance of truth 
and completeness, to the Russian people and to Communist 
parties all over the world. In this political strategy the veto 
is of course the key weapon ; and it is at. the use made of 
by Mr Gromyko on twenty different occasions — 


Marshall’s present operation in the.“ cold war ” is aimed. That 


is why Mr Vishinsky’s counter-attack was so violent, and 
in a speech lasting an hour and a quarter, less than 


Minutes were given to the American proposal that the Assembly; 
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should form a standing security committee to consider disputes 
and dangerous situations. al 

Yet this American proposal was something more than a 
dramatic and unexpected move in the diplomatic attack that 
began last March with the proclamation of the Truman Doctrine. 
It expressed very fairly the sense of impatience and frustration 
among the vast majority of Uno delegations caused by the way 
in which their own recommendations and those of a majority 
of the Security Council had been flouted—not only in the case 
of the Greek frontier situation, but also in the cases of the 
atomic energy commission, of the general disarmament resolu- 
tion of last December, of the recent applications for membership 
and of the discussions on Uno’s international force. They have 
seen no progress in any direction, nothing but success for 
systematic obstruction. The equality of sovereignty promised 
them in the Charter—on occasions eloquently defended by 
Soviet spokesmen—has turned out to be no more than equality 
of impotence. The fact that the Soviet Government can count 
for certain on no more than five votes against 45 or miore in 
a major issue and yet get its own way seems to them a travesty 
of Uno’s function. And so it is. Are the members of the 
Assembly then to cross their fingers and hope that time will 
bring them a solution and their rights ? Or are they to take 
sides in the American-Russian duel and try to make the inter- 
national machinery work before it breaks down at the first 
major test ? 

* 

The answer is obvious and, whatever may be thought of the 
timing and manner of Mr Marshall’s lead to the Assembly, he 
was right to give a lead. That he was acting as an American 
statesman first and on behalf of the General Assembly second 
need not affect judgment on that question, because in many 
important respects the interests of Uno and those of the United 
States are identical. All the main benefits that the organisation 
was intended to provide would further the permanent purposes of 
American policy: security through international forces, arbitra- 
tion in disputes, international co-operation in commercial 
policies, social stability and prosperity. And it is because of 
Russia’s manifest unwillingness to help in assuring such benefits 
to postwar Europe that the Americans began playing—with 
reluctance and foreboding—the role of a European Power. If 
Mr Vishinsky cannot believe this, he should ask himself what 
accounts for the tremendous difference between the foreign 
policies of the United States in 1945 and 1947, or what ideas 
and fears have made it possible for Mr Marshall in eight months 
to stride so far ahead of Mr Byrnes. 

Unfortunately, it looks as if the judgment of Mr Molotov and 
his assistants is permanently clouded by an obsession: by the 
dogma that Western Europe is doomed to decrepitude within 
their lifetime by the diseases of the capitalist system, that its 
banker and patron, America, is doomed to a slump, and that 
both victims will grow desperate and dangerous as they feel 
their symptoms growing on them. .Whence it follows that it 
is good policy to aggravate the symptoms by all possible 
means while taking every precaution against the reactions 
of the victims. Russian hostility to and fear of the West has 
behind it a long tradition based on some bitter experiences. How 
tempting it must bé to believe that at last the monster is dying, 
that its end°can be hastened without using ‘the sword.The same 
ideas can be presented in Marxist terms, but it is fairer—to men 
as intelligent as the rulers of Russia—to believe that their hopes 
and fears are rooted in their national experience and not in 
foreign doctrine. And it is only on such an assumption that one 
can explain both Mr Stalin’s repeated assertions that the Soviet 
and the capitalist systems cat live side by side in peace, and also 
Mr Molotov’s obvious belief that they cannot. 

Here probably lies the root of the trouble, not only in Uno 

ut in Europe. And it was one of the few good features of Mr 
Vishinsky’s speech last week that it provoked Mr McNeil into 


507 

a candid and polished analysis of the trouble. Provided with 
presented a cool, intense and elegant argument which made Mr 
Marshall sound a little ponderous and colossal, Mr Vishinsky 
more than a little vulgar and hysterical. He denounced as 
“ nostalgic nonsense or dangerous dishonesty ” the pretence that 
the company of nations that fought Fascism still had today the 
common aims it had in the war. Relations, Mr McNeil declared, 
could not begin to be normal until they had achieved with 
Germany and Japan a “real, responsible and rational settle- 
ment” ; nor indeed until all nations accepted “ several assump- 
tions that are beyond dispute.” Those assumptions are that no 
Nation is omniscient or omnipotent, and that “no nation can 
expect to have its views accepted at all times by other nations.” 
Here Mr McNeil put his finger on the fundamental misunder- 
standing ; for, if the Russian analysis of Europe’s sickness and of 
America’s prospects is correct, everything that has been done 
in Soviet policy since the war must seem in Russian eyes not 
only wise but right.. And, what is more important, that policy 
was scoring success after success until Mr Marshall called a halt. 
In other words, the condition of reaching understanding with 
the rulers of Russia is a demonstration that there will be no more 
successes and that their analysis is wrong. Quite clearly those 
are the two main objectives of American foreign policy, of the 
Truman Doctrine and the Marshall Plan. _ 


It is unfortunate that public opinion in the United States has 
had to be aroused to support them by actions and words which 
have created heat where only warmth was required. Much is 
being said and written there which must read like “ war- 
mongering” to any Russian official who has placed on his desk 
a daily digest or clippings from the American press. Digests 
of the Russian press and radio comment give exactly the same 
impression, and were already doing so many months ago, when 
American policy was hesitant and confused and when friendli- 
ness in Britain towards Russia was widespread and politically 
important. Even now it is inconceivable that Moscow is not 
informed by its diplomatic representatives of the eagerness with 
which press and public seize on hopes of a trade agreement, on 
a report that Mr Molotov smiled at Mr Bevin, on an oppor- 
tunity to entertain rare visitors from Russia. 

It is the refusal to be conciliatory even for tactical purposes 
that is so bewildering, so impossible to explain save on the 
assumption that Soviet statesmen believe time is entirely on 
their side. The latest inexplicable achicvement of this diplo- 
macy has been to bring M. Bidault down on the western side 
of the fence, just at a time when he hoped to remain seated until 
the November conference. 

In this situation it is quite clear on which side Britain must 
stand. Already it has been humiliated and frustrated, by the 
Soviet use of the veto, and by “those unpredictable inconsis- 
tencies” of principle with which Mr McNeil charged Mr 
Vishinsky. The Corfu incident was shamefully mishandled ; 
the Security Council has proved as impotent to deal with the 
Greek situation as was the League Council to resist the first 
Japanese aggression. The field of debate on Egypt and Pales- 
tine is already littered with irrelevancies. Mr Bevin’s sugges- 
tion, made last December, that the Great Powers should agrec 
on a code of conduct for their use of the veto has got nowhere. 
The men who organised the east-European bide and forced 
the Czechs and Poles to reject the Marshall offer now attack the 
Paris economic conference for its violations of national sover- 
eignty. On this record Mr McNeill would have been entitled 
to bring no friendliness into his reply to Mr_Vishinsky ; instead 
he went out of his way to recognise the “ legitimate.aspirations ” 
of Russia, to disavow any intention to “curb the extensions 
which it has legitimately sought.” 


It-is also clear that the British Government must join in 
the struggle to stop the abuse of the veto, to make the machinery 
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of the Security Council work. Its interest in doing so is 
identical with that of the United States ; neither nation wants 
to maintain large forces, to be forced to think in strategic terms, 
to abandon the hopes and pledges that went into the Charter 
of the United Nations. But, at the same time, any British 
Government must reserve the right to form its own estimate of 
the rightness and timeliness of the moves in Mr Marshall's 
present campaign. It must maintain a position from which it 
can remind the Secretary of State that British forces guard his 
flanks, that many vital British interests lie far ahead of the 
nearest American outposts. The American public, too, has to 
be reminded from time to time of the futility—if not of the 
dangers—of barking without the intention to bite—indeed, 
without the power to bite immediately, and in the right place. 
To find ways of securing even a slight change in Soviet policy 
may take years ; the attempt may bring moments of danger and 
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sacrifice. At such moments Americans may falter at the prog. 
pects revealed by a check or a failure 5 or a run of succegges 
in the “cold war” might make them over-confident and ‘im. 
patient. Both possibilities are dangerous, for in: both: cases 
the vital objective in relations with Russia, agreement on and 
the demarcation of vital interests, might be lost from sight, 
For in international affairs the policy of the United States js 
still not fully formed ; it tends to fluctuate from one extreme 
to another, instead of pursuing a steady course. The British 
Government should not expect—it certainly cannot demand— 
to be consulted at every stage in Mr Marshall’s diplomatic 
offensive. But it has the right, indeed the duty, to point oy, 
mistakes, even to avert and correct them, without incurring 
official and public reproof from Washington. Neutrality in the 
“ cold war” is not possible for Britain, but an independent and 
persistent attempt to end it by a negotiated peace may be. 


Agricultural Expansion 


7 recent appearance of the agricultural statistics collected 
in June every year offers an opportunity for the re-examin- 
ation of the Government’s targets for agricultural expansion. 
If all goes according to plan, the history of agriculture over 
the twelve years 1940-52 will represent a remarkable picture of 
a see-saw climb to a record altitude of production. 

There are downs as well as ups in this progress. The 
present year represents a trough between the peak . war- 
time output of 1943 and the record target projected for 1951-52. 
It is a lower trough than was originally anticipated. Although 
the long spell of fine dry weather has enabled harvesting to 
make excellent progress, and the grain is mostly in good con- 
dition, the yield of every principal crop is likely to be below 
average (in the case of wheat well below average), and both 
the tillage acreage and the arable acreage, as revealed by the 
preliminary June 4 returns, show an appreciable decline on 
last. year. The area under wheat has fallen far short of the 
original target and, with the exception of;poultry, there is an 
all-round decline in numbers of livestock, which is especially 
serious in the case of sheep and lambs. The hay crop has been 
fairly good and the present abnormal shrinkage of milk pro- 
duction should be a temporary phenomenon. For the general 
melancholy picture the weather, in the shape of winter snow 
followed by summer drought, is of course mainly to blame. 
But the leeway to be made up towards the target is very great. 

The goal to be reached by 1951-52 has not yet been stated 
with much precision in official pronouncements, Farmers have 
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been asked to expand net agricultural. output (that is, the value 
of produce ex the farm, less the cost of imported feeding-stuffs) 
by 20 per cent or £100 million, half of which should come from 
“improvement in efficiency” at. the rate of 2 per cent per 
annum and the other half from “additions to the resources. of 
the industry.” The statement as it stands makes little sense tp 
an agricultural economist. But the meaning appears to be that 
for half the extra output, farmers are to rely on increased 

of labour and feeding-stuffs, while the other half must be 
brought about by their own exertions. Targets have also been 
set, as percentages of the prewar base, for the principal crops and 
livestock products. The crop targets gain more meaning (at the 
risk of receiving more precision than the Government intended) 
if translated into acreage terms as is done in the chart below, 
Yields per acre increased. during the war, as a result of the im- 
proved application of fertiliser; and the reasonable assumption 
has been made that they are maintained at the 1943, rather than 
the prewar, level. On this basis, it emerges that the total grain 
acreage in 1951 in England and Wales will. need to be very 
little less than its highest wartime peak, and ideally much the 
same should hold true of the total arable acreage. There will 
be less wheat and potatoes, but more barley, linseed, and 
temporary grasses. 

The livestock targets, which are more important and more 
certainly justified, will be harder to secure. The possibility of 
compulsion, which could be reintroduced for cropping, hardly 
arises for livestock. To reach these targets requires a rapid 
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restoration of the decimated. sheep flocks, a substantial increase 

in numbers of cattle, an improvement in milk yields, and some- 
| thing like a trebling of the pig and poultry population. 
| Ail in all, British agriculture is being asked to expand rapidly 
‘49. a size which it never attained even in the prosperous 
seventies. It is doubtful whether the physical means of doing 
this will become available as quickly as the Government expects. 
Imported feeding-stuffs are again crucially scarce, although 
their supply should surely improve from next year onwards. 
Labour is the crux of the problem. There are still 78,000 
prisoners of war working on the land who must shortly be 
replaced, yet the net intake of regular labour over the last year 
was only 10,000, There seems little immediate prospect of 
expanding the labour force--the immediate problem will be to 
keep it from declining. If Mr Bevan could bring himself to 
restore grants for the reconditioning of rural cottages, more 
labour might be quickly attracted. Something is hoped for 
from the recruitment of foreign labour, a great deal more from 
the displacement of workers in quarrying and other rural 
industries which are ancillary to the shelved national housing 
programme. But the Government has no positive plan for 
getting the labour which its targets presuppose. 


* 
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There are thus grave physical scarcities to be overcome before 
the agricultural targets can be reached. But a more funda- 
mental question, and a more basic source of doubt, is whether 
the Government is setting about its programme in the right 
way. The official policy is delightfully simple. It is to put 
more money in the farmers’ pockets, in the shape of much 
higher guaranteed prices, in the confident expectation that they 
will at once respond by expanding output. The hook has been 
nicely baited ; but will the fish rise ? And, still more important, 
will the nation be permanently able to afford the cost of such 
atasty bait? 

For the Government should realise that its agricultural policy 
ought to be a long-term one, and not merely a temporary 
expedient for tiding over the foreign exchange problems of the 
next few years. Agriculture has an important role to play in 
righting Britain’s adverse balance of payments. But it is a 
permanent role, which cannot be properly performed unless 
ceaseless regard is had to the declared objectives of the Agricul- 
tural Act—stability and efficiency. In concrete terms this 
means that it would be better by far for agriculture to expand 
slowly on a sure basis of rising efficiency than for it to be 
blown up quickly in a way that makes it a drag on the whole 
national economy. 

Yet this is the likely effect of Government policy. The 
price increases which have recently been authorised are very 
considerable, amounting to about 15 per cent in the case of 
wheat, barley, oats, sugar-beet, fat cattle, fat sheep and fat pigs 
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and 10 per cent for milk and eggs. In addition, there are-new 
acreage payments for wheat, rye and potatoes and for ploughing- 
up old pastures. The Minister will not reveal his estimate of 
the total additional cost involved. But, on the basis of the new 
prices, it certainly looks as if the 20.per cent increase in output 
(supposing it to be obtained) will involve something like a 
40 per cent increase in the total cost of home-grown food— 
and that means 40 per cent further increase in an item that is 
already a long way above the prewar level. As a business pro- 
position, this hardly sounds attractive. There are, however, 
various extenuating circumstances which need examination. 

In the first place, the increased prices are intended both to 
cover in full the recent rise in wages and other farming costs, 
and also to put farmers in: funds for purchasing machinery 
and making other improvements. They are thus intended to 
forestall claims coming from the National Farmers’ Union over 
the foreseeable future. The glib way in which Mr Williams has 
been brought to agree; in practice if not in theory, to the cost- 
plus method of price-fixing has been commented on too often 
in these columns for any repetition to be necessary. Suffice 
it to say that this is a dangerous and pernicious principle. But 
the notion of inflating farmers’ incomes to the point where the 
less efficient farmers can afford, if they choose, to make capital 
improvement is a novelty. It is the opposite of Socialist 
theory since it involves putting windfall profits into the pockets 
of some farmers pour encourager les autres. It is far. more 
wasteful of the taxpayers’ money than the method. of. giving 
direct subsidies for approved schemes of improvement and for 
the purchase of fertilisers and (if necessary) machinery, which 
is in every respect preferable. The direct subsidy method is 
already in use to some extent and is to be extended by grants 
for the proper conservation of grassland and by a temporarily 
free. service of artificial insemination. Perhaps, in. present 
circumstances, further direct subsidies are not worth their 
administrative cost, There will in any case be no shortage of 
demand for such capital equipment as is available to agri- 
culture. Why then artificially inflate this demand ? And, what 
is more, why inflate it in the least selective and most costly 
way possible ? 

In the second place, it is urged that “ high farming” means 
higher average costs, a concept which seems to be cheerfully 
accepted by the National Farmers’ Union. It is probably true, 
for milk and cereals at any rate, that on a national scale costs 
tend at the moment to rise with output. But this is just the 
contingency which the much talked of improvement in agricul- 
tural efficiency should be adequate to offset. It is by no means 
inevitable that costs should rise and in the long run, given 
sufficient capitalisation and attention to new techniques, a 
rising output should be perfectly compatible with falling costs. 
If, however, it is seriously maintained that the 40 per cent 
increase in price is a mecessary corollary of the 20 per cent 





. . £203 per annum guaranteed for ten years 
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increase in output, then the consumer or taxpayer (whichever 
is to bear the burden) may be forgiven for doubting whether 
even in present straits the bargain is worthwhilc. 

In the third place, it may be contended that higher prices 
must be offered now, to get expansion going, with the inner 
reservation that they may be brought down once it is under 
way. But this crude type of bribery is hardly the way to 
secure either stability or efficiency. Moreover, there is a 
residual doubt whether it will even work. The Government is 
going to give almost every farmer a reasonable profit on his 
present turnover. With the present dearth of incentives, will 
the farmer labour hard to expand production ? Or will the 
law of diminishing returns begin to apply to his own efforts? 
In so far as the Government’s programme depends upon the 
farming community working harder, its financial inducements 
are likely to have only limited effect ; and in so far as it depends 
upon increased supplies of feeding-stuffs, machinery and labour, 
the difficulty is not one of finance but of availability. 


Argentina’s 
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The state of the nation does not warrant a Panicky attempt to 
get as much food as possible, as quickly as possible, quite 
irrespective of costs and consequences. It does most : 
demand a progressive endeavour to raise by a parallel process 
both the output and the efficiency of British agricuhure 
Neither of these aims can be realised any faster than the physical 
shortages can be overcome, and for the present this is the 
problem to which the Government should direct its energies, 
As and when lack of finance handicaps the progress of te. 
equipment the remedy should be sought in a judicious use of 
direct subsidies. But to try and raise output by making bad 
farming pay is to risk creating costly inefficiencies which need 
never exist and whose existence will be a standing menace to the 
industry’s stability, For if the expansion of agriculture is con. 
structed on an unsound and costly basis, it will be dispensed 
with the moment circumstances permit ; and if, as some say, 
that moment never comes, then it will be a perennial cause of 
national poverty. ~~ 


Two Faces 


(By a Correspondent recently in Buenos Aires) 


N an article last week the apparent contradiction between 
Argentina’s favourable trade balance and its rapidly 
deteriorating foreign exchange position was considered. Since 
external influences—and not least high prices for agricultural 
products—all favoured Argentina, the basic deterioration in the 
situation can only be explained by internal reasons, to which 
the immediate flight of capital must be attributed. 

The three most important economic factors under the Perén 
Government have been, first, the enforcement or enactment 
of social and labour laws strengthening the position of the 
workers ; second, the continued inflation; and, third, the 
concentration of much of the country’s foreign trade in the 
Instituto Argentino de Promocién del Intercambio (IAP1). 

Inflat'on, which produced a surplus of jobs and a consequent 
lack of fear of unemployment, has aggravated the effects of the 
labour laws. Coupled with provisions which make it extremely 
expensive for an employer to dismiss anyone and the feeling 
that, for the first time, there is in power a government which 
supports workers and not employers, these laws have contri- 
buted to the considerable fall in productivity, which is estimated 
at 30 per cent. The party appeal of President Perén—and 
perhaps even more of Sefiora Peré6n—has been to the under- 
privileged. “My dear descamisados” (literally “ shirtless 
people”) is the form of address to which they are accustomed. 
These tactics are perfectly legitimate politics. The Peréns are 
doing no more than any democratic politician when they make 


the most of what they have done for the working classes. : 
Furthermore, most wise Argéntines admit that the’ social legis-~ 
lation was overdue, and that other parties have only themselves , 


te blame if the Peréns get the credit. 

The reasons for the second important trend—inflation—are 
largely political. Each year the Rudget contains heavy defence 
appropriations. If these were cut, it would be balanced. It would 
require a strategic expert to comment authoritatively on the need 
for such a vast programme of military works. To the ordinary 
intelligence the likelihood of an attack on Argentina by Brazil 
or Chile seems hardly sufficient justification ; but it is certain 
that the support of the armed forces is normally an essential 
condition for the continuance in office of a Latin-American 
government. If a number of generals became redundant, they 
would become dangerous. Apart from this, a heavy expenditure 
on military construction allows the possibility. of commission 
payments to buttress the loyalty of the higher officers. Finally, 
much. of the-defence expenditure ison a secret vote, so that 


the ultimate destination of the funds is not published and js 
not subject to parliamentary control. The cost of maintaining 
the armed forces as the second essential prop for the Peronistas 
is revealed in the figures of the Budget deficits : — 
BupGet DericitTs 
(Million Pesos) 

1944 1945 1946 1947 1948 
1,007 1,268 1,350 1,873 1,146 
The estimated deficit for 1947 is equal to nearly 100 pesos, or 
about $25, per head of the population. If the expenses of 
administration continue to rise and if, as was suggested in the 
previous article, there is a serious shrinkage in customs and 
other revenue through import prohibitions, then the deficit 

estimated for 1948 will be exceeded. 
These continued deficits have been reflected in the supply of 
money, as the following table shows :— 


MONEY IN CIRCULATION 
(Million Pesos) 





Dec., May, May, | 

1944 1946 I 
Current Accounts ./...52. 0.6. 2,637 4,513 6,122 
Currency in Hands of Public.. 1,870 2,774 3,611 
Total Amount in Circulation.. 4,507 7,287 9,733 © 


It will be seen that, in the period of two and a half years to 
May, 1947, the liquid money supply in the hands of the public 
—currency in the banks has been deducted—has more than 
doubled ; even since May, 1946, when the flow of imports was 
beginning to mop up money, it has increased by 2} billion pesos, 
or $600 million, or $32 pér head of the population. ‘The internal 
inflation has been such that neither the inflow of goods nor the 


" flight of capital, which must ‘have amounted to some 4 billion 


pesos, could stop the increase: in purchasing power. It is small 
wonder that in the year ending July, 1947, the cost of living 
increased by roughly 40 per cent for the average person. 
Actually, the knowledge that this inflationary situation existed 
was reflected in a distrust of the currency, which was 3 majot 
cause of the flight of capital, and the distrust of bonds. The 
Central Bank for some time this year has had to support the 
Government bond market fairly extensively, and latterly, whet 
the flight of capital and the belief in an ultimate slump # 
Argentina became widespread, even to support the industr 
share market. Such a policy of pumping Central Bank credit 
into the monetary system did less than nothing to relieve th 


pressure, but it helped many Argentines to expot 


inflationary 
their capital. The Argentine authorities were of course on the 
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horns of a common inflationary dilemma. Given the deficits, 


they ought to raise the money ‘by long-term or medium-term 
borrowing from the public, and they had to support the market 
to'be able to do so on cheap terms.’ Perhaps we in England 
had better throw no stones on this particular topic. 
JAPI, the third new feature in the situation, has been in some 
the most important. As interpreted by its name, it is 
an institution to promote international interchange. As seen 
by the farmers, it is an institution for their exploitation, buy- 
ing their produce at low internal prices and selling at high 
world prices. This has, incidentally, led to shortages of im- 
t.foods, since the farmers had little incentive to produce 
them. As seen by the majority of export merchants, it is an 
institution designed to take their business from them whenever 
it becomes profitable. -But as envisaged by the planners of the 


Argentine Government, it was designed to keep internal prices. 


down and yet to sell abroad dear, taking the profit to finance 
the five-year plan. IAPI must have been making vast profits. 
Senor Miranda, who is, in effect, the country’s. economic dic- 
tator, recently boasted in a public speech that the Government 
had made a profit of 780 million pesos on the last linseed crop. 


* 


But IAPI has also made mistakes. The internal price for 
maize was 10-12 pesos per 100 kilos while the external price 
was 30-35 pesos, and similarly on other grains. However, these 
profits cannot have been sterilised for future use or the inflation 
would hardly have continued. Like the military expenditure, 
moreover, IAPI accounts have never been made public, and so 
far as is known there has been no promise of publication. One 
can only speculate. on what has happened to the IAPI profits. 
It is known that considerable purchases of equipment, some- 
times not very satisfactory, have been made in the United States, 
It is known that recently IAPI was long of a large stock of 
hides on which it stood to make a loss—and a large loss—if 
they went bad. It was known that IAPI was so slow in payments 
to the meat packers that many of them were heavily in debt ‘to 
their bankers. This latter fact hardly supports the view that 
IAPT had any surplus cash, but leaves in doubt where its profits 
have gone. All that seems certain is that profits were not being 
accumulated at a rate sufficient to finance the estimated annual 
cost of 1,332 million pesos for the five-year plan. Furthermore, 
the inflation continues and the rise in the cost of living is the 
thost serious threat to the popularity of the Perdns. 

There is, however, another facet to all these economic plans 
and controls. This is the increase in graft, which has been 
helped by the need for so many licences. All unbiased observers 
ate unanimous in lamenting this situation. Various scandals 
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Sit 
have broken from time to time; but they do not always appear 
to ‘have been’ deeply probed. The most noteworthy concerned 
the Telephone Company, which was bought from the Inter- 
national Telephone and Telegraph Corporation of New York 
in September, 1946. By June, 1947, the police accused various 
of the Argentine managers appointed by the Government of 
appropriating over 3,000,000 pesos. The charges were imme- 
diately dropped and the chief of police, who had been a staunch 
supporter of Perén, was dismissed. When the case was 
reopened later, Sefior Miranda defended the position before a 
Senate committee, stating that the fraud was unimportant, as 
the total amount was only 700,000 pesos-—about $175,000. 

Apart from specific incidents, it sometimes seems as if 
economic policies were framed with at least one eye on helping 
the favoured classes within the country. It is obviously more 
economical for the overstrained transport system to move grain 
to the ports nearest the grain-growing areas, Yet. Rosario and 
La Plata have not been fully used, although Buenos Aires, which 
is further away, is crowded out. In order to get loading facilities 
or a berth it is frequently cheaper to pay bribes. to officials. 
Certainly it is well known that. priorities are granted on some 
system other than that of first come first served. The effects 
of this have been magnified by the fall in the efficiency of dock 
labour, which has increased cost and loading time surprisingly. 
A freer use of the ports available would have increased Argen- 
tine exports, particularly as there were, and are, considerable 
stocks of wheat lying up-country ; but permits and priorities 
would have to be granted more freely. This system should be 
relaxed as far as possible if Argentina is to derive the maximum 
benefit from the present sellers’ market, and the world from the 
food it can provide. 


The. future dangers in the situation are thus contained in 
continued inflation and lower labour efficiency. Although the 
industrial share in the national income is now higher than the 
agricultural, Argentina’s economy remains based on agriculture. 
When the buyers’ market returns once more, it must. be able 
to move produce from farm to ship economically ; at present 
Argentine costs are amongst the highest in the world, It is 
quite vain to hope that any miracle-working form of autarky 
can.be created in Argentina, and the present level of warlike 
expenditure, can only be continued if the standard of life of 
the people is kept down. It was this general realisation of the 
dangers ahead which prompted*the flight of capital, since most 
thinking Argentines believe that. present. policies are: not 
taking advantage of the present conjuncture to build up an 
impregnable ‘situation for the future. On the contrary, they are 
believed to be steering the country towards collapse. 


Buying a Selling Cheap 


HE preceding articles in this series have presented an 
attempt to analyse the mysteries of the Terms of Trade. 
Britain’s chances of balancing its international books within the 
le future—say, in the decade of the 1950s—depend 
absolutely on the terms on which British manufactures can be 
exchanged for food and raw materials from overseas. At present, 
the terms of trade are disastrously bad—food and raw materials 
ate scarce and very dear. But as recently as 1932-33, the terms 
of trade were no less favourable ; primary ties were 
wailable in any quantity desited and-at prices so low that the 
people could meet their requirements and still’ have 


enough purchasing power left over to start a housing’ boom, 
Which in its turn lifted the country out of the Great Depression. 
cannot be anv doub: the:'the Terms of Trade area matter 


of the utmost consequence to the British national economy. 

But this is hardly true if “ the Terms of Trade ” are defined, 
as often happens in the textbooks, as simply the ratio between 
one set of prices and another. Britain is vitally dependent upon 
the volume of trade that can be done as well as in the prices at 
which it is done, and it is likely to be in achieving the necessary 
volume that the greatest difficulties will be met. The various 
possibilities were set out at some length in the third article 
of the series. -The conclusion was then reached that it will be 
very difficult, to the verge of impossibility, to pay for imports im 
the same volume as were bought in 1938. If the import target 
is reduced to 85 perf cent of the prewar volume, then it will 
require exports of 120 per cent of 1938 if the terms of trade 
were 10 per cent more favourable to Britain than they were, 
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before the war, and of 150 per cent if the terms of trade remain 
as they were last year, 10 per cent less favourable than in 1938. 
At first sight, the target to aim at would obviously seem to be 
highly favourable terms of trade and a small increase in the 
British export effort. But “favourable” terms of trade are 
likely to mean either such a fall in the prices of primary products 
that a large part of the world will be impoverished or else British 
prices so high that British exports will be unsaleable. Whatever 
high hopes were entertained two years ago, it does not now 
seem likely that the general volume of international trade will 
be much higher than it was. There are few countries that can 
afford, or will be willing, to open their doors to a great flood of 
imports, in which Britain could expect to keep a fair share. In 
technical language, the elasticity of the world’s demand for 
imports-in-general is not large. It follows that Britain’s only 
chance of securing an increase in exports is to beat other coun- 
tries at the competitive game, and to exploit the much larger 
elasticity of demand for British-imports-in-particular, But com- 
petitive prices and “ favourable” terms of trade mix rarely, if 
at all. The British problem may, therefore, paradoxically, be 
easier to solve by the medium of relatively “ unfavourable ” 
than by strongly “favourable” terms of trade. The way out 
is by buying as cheap as possible and selling still cheaper. 

How far is such a reversal of present price trends likely to 
occur in the next few years? The often-predicted fall in prices 
on the world market has not yet happened and so far at least 
as concerns foodstuffs, demand still seems to be greatly in excess 
of visible supplies. But if one thing is quite certain it is that 
prices will fall some day, even though nobody can predict when 
or how far. In the present level of world demand for foodstuffs 
and other commodities there is, beyond any question, a substan- 
tial inflationary element. Part of the abnormal demand 1s based 
on real needs ; but part is based on monetary inflation, and un- 
less all past economic history is a liar, the inflationary tide will 
some day start to ebb. Perhaps it has already turned. When 
the inflation of demand has disappeared, and when Europe 
regains its normal production, it still seems overwhelmingly 
probable that, as last time, the net effect of all the disturbances 
of the war years will be that the supply of most commodities 
will have been increased in greater proportion than the effective 
demand for them. If so, the prices of primary products will turn 
down and the terms of trade will move in Britain’s favour. 


* 


On the other hand, there is no reason to expect any such 
catastrophic fall as occurred between 1920 and 1921, when the 
price index of imports-into Great Britain fell from 288 to 186 
and the terms of trade moved in Britain’s favour by nearly 15 per 
cent in a single year. It is not impossible (though it seems 
fantastic at the moment) that the supply of goods may some day 
be as extremely in excess of demand as in 1921 ; it is not for 
that reason that so extreme a fall in prices seems unlikely. The 
difference is that, in 1921, the world was’ still in the main a free 
market and supply was allowed to work its will on prices. If 
such a relationship were repeated now, Governments would 
mobilise a whole armoury of control devices to prevent it from 
having its full effect on prices. Price control has not prevented 
prices from rising during this second war, but it has succeeded in 
slowing down the rise. Conversely, when the world conjuncture 
turns to deflation, price control can be expected to cushion the 
fall. And just as price control on the way up achieves its results 
at the cost of creating a still greater scarcity, or at least.a still 
greater excess of demand over supply, so price control on the way 
down tends to bank up enormous supplies of the commodities 
whose price is being ither actual supplies, when 


price control takes the form of buffer stocks, or potential supplies 
‘when it takes the form of restriction schemes. 

‘The post-war world depression, when it comes, will therefore 
(probably not produce any such sensational reversal in prices 
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as it did after the first war. But it will tend to leave large sto, 
on the sellers’ hands, and therefore leave them More than 
usually anxious to find a market. And since Britain ig ¢ 

more gravely concerned to do an adequate volume of busines 
than to do it at favourable prices, this turn of events shoul 


be highly favourable to British interests. It suggests a p 
not of beating the foreigner’s prices down to a highly “ 
able ” ratio, but rather of standing ready to do business in large 
volume on terms which he can be induced to regard gy 
reasonable. ity 
But it should never be forgotten that there are two séty of 
prices to be taken into account—the prices at which prim 
commodities sell in the world market and the prices put upon 
British exports. If the bargain is to be regarded as a reasonable 
one, leading to that large volume of trade which can alone 
release the British economy from its present strait-jacket, it wil 
not only be necessary to refrain from driving the foreigners 
prices into the pit, but also to quote him fair prices in retum, 
Once the world is again a buyers’ market, Britain; th 
world’s greatest buyer, will be in a strong position. But tha 
position will not be so strong that overseas countries will be 
willing to take British goods of inferior quality or at outrageous 
prices. Where bargaining strength can be very useful is in 
securing that competitive prices secure a large volume of trade, 
If it is used to force goods on unwilling customers it will work, 
if at all, only as long as it takes the customers to escape from 
the necessity. Once again, the argument leads to the same cor- 
clusion—that there is much more possibility of achieving th 
necessary volume of exports by selling cheap than by selling 
dear, even though on paper selling dear would require a 
smaller increase in exports. The task of British commercial 
policy is not to make the Terms of Trade as favourable a 
possible, but to prevent them from becoming too favourable, 


* 


Thus abstract argument, as so often happens, comes back 
to common sense—can British industry compete in the world 
market ?. And that in its turn leads to the familiar grim alter 
native—the British people will cither have to increase their 
productive efficiency or else reduce their standard of living, By 
one means or another the prices at which British goods ar 
quoted in the world market have got to be reduced to a level 
at which, quality for quality, they attract and do not repel. No 
ene can estimate how large a reduction in costs and prices will 
be needed. But as a very rough guide it may be said that any 
cut in present British export prices of less than 30 per ceft 
is hardly worth looking at. And if this is not to mean reductioas 
in wages, it must mean great increases in efficiency. 

This is, of course, part of a much wider argument whic 
there is no intention of developing in this series. Some spet 
aspects of it, directly relevant to the balance of payments, wil 


be discussed later. But it may be worth while concluding tk 


present article by stopping up ‘one favourite bolt-hole for com 
placency. This is the widespread belief that the necessaly 
adjustment can be easily made, when the time comes, 
devaluing the pound sterling. Devaluation may indeed & 
necessary, and there can be little doubt that in 1931 it brought 
much relief. But it cannot be expected to make dear Britsh 
exports cheap. A large number of the world’s currencies a 
formally or informally tied to. sterling and would fall withit 
Many others would follow. And when the pound eciate 
in 1931 it was followed inside eighteen months by the doll 
itself. Devaluation of sterling would be of relatively. 
importance to the balance of payments. It certainly de 
provide an alternative to the hard way of making British good 
attractive. ._. gate 
_ Some of the hard consequences of the hard way will be oo 
sidered in the next article, which will be the last of the serie 
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NOTES OF 


If Britain is to retain the leadership in European economic 
co-operation which the Paris conference so readily acknowledged, 
its people must understand at once the principal commitment 
accepted on their behalf in the proposals offered to Mr Marshall. 
It is that 250 million tons of coal will be produced in 1951, and 
that there will be available, for export to Europe, six million tons 
next year rising to 29 million tons in 1951. It is true that this com- 
mitment is expressed in the form of a hope, but the pressure that 
will come from Congress and other American sources to turn 
it into a pledge will be tremendous. And with reason. For 
Americans have been told recently by Mr Harriman that if 
British coal production could ve restored to prewar level, 
Europe’s dollar requirements would be reduced by “ something 
in the neighbourhood of 700 to 800 million dollars a year.” 

Their insistence that this effort should be made may be mis- 

sented as interference in British internal affairs. It would 
be more fairly represented as part of the effort to break the 
vicious circle that begins in Britain, runs through Germany and 
ends in France. For if sufficient British coal were obtainable by 
the French, they might be persuaded to accept a reduction in 
exports from Germany, where every ton of coal that can possibly 
be retained will be needed to speed industrial recovery and to 
re-equip the transportation system and the mines themselves. 
With the Americans considering favourably the British suggestion 
that they should shoulder the whole burden of dollar expenditure 
in the two zones, it is reasonable to expect that they will demand 
a casting vote on the allocation of Ruhr coal. They will want to 
discourage its export to Europe and to urge the British to save the 
French, and the Italians and their neighbours, from the costly 
expedient of buying coal from the United States, 

The prospects and undertakings that Sir Oliver Franks was able 
to contribute to the Paris report on behalf of Britain had Cabinet 
authority. It may therefore be assumed that the Cabinet Fuel 
Committee is urging on the miners’ representatives the immense 
importance of producing coal for export. But friendly and ex- 
perienced American visitors who have. seen British coalfields and 
recognise their problems are asking why coal production is not 
given absolute priority in the national effort. It seems to them 
only common sense that extra food, consumer goods and other 
incentives to production should be provided for the miners out 
of whatever assistance Congress can be persuaded to give. When 
the political and social difficulties of such a policy are explained 
to them, the phrase “ soft Socialism” comes only too readily to 
their lips. The prospects of the Marshall plan depend to an 


alarming extent om convincing Americans that planners can 
enforce priorities, 


* * * 


Back to Eight Hours ? 


_Tt looks as if the British Government has at last seen the red 

The painfully achieved compromise on mining hours 
between the National Union of Mineworkers and the National 
Coal Board has been held up because the Cabinet refuses its assent, 
and the report—apparently authoritative—is that the Government 
wants the restoration of a full eight hour day, without any pay- 
ment of overtime rates for the additional hours. One element in 
this sudden stiffening is said to be the clearest of hints fiom 
Washington that an eight hour day in the British mines is likely 
ty be taken in Congress as an indispensable symbol of British 
willingness to play its part in the reconstruction of Europe, And 
another element is undoubtedly a reaction against the sublime 
wea of Mr Horner’s latest demand for a wage increase of 

week. 

Symbols are important and there can be no complaining if 
Washington and Paris combine to put pressure on London. 
An overwhelming majority of British opinion will rejaice 

something has at last happened to stiffen the Govern- 
ment’s spine against the miners. But it may unfortunately 
true that they have run away so far that to turn at this moment 
may do more harm than to keep on running. The important thing, 
all, is to get the maximum production of coal, not to have 

an eight-hour day that nobody observes. Both the union and 
“e Coal Board are naturally incensed by the Government's last 
mint Stand and will offer little or no co-operation. The effort 
> wupose an eight hour day might lead to a strike, and even if 


: eigh 
1 hot, would almost certainly lead to increased absenteeism. 
industry should never, of course, have been allowed to get into 
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its present position, with the union simultaneously dominant and 
aggrieved. But since it has got there, no good will be done by 
the Cabinet's simply going into reverse. 

Never before has a British Government—or rather two British 
Governments, for the rot started under the Coalition—made such 
an appalling mess of an industrial policy that it must confess itself 
helpless before the justified rebukes of the whole world. 

* . . 


Dismantlement in the Ruhr 


Nobody in Germany now denies that an intense struggle for 
the support of the German people will-fill the weeks before 
the November Conference. The great asset enjoyed by the 
Russians is the complete subservience of the Communists m 
their zone and the unified control of propaganda, which makes 
it possible to pour out week after week an account of Allied 
policy in the West which may by mere repetition gain attention 
and belief. The account is the familiar one—the Marshal! Plan 
as a plot on the part of American capitalism, the “ exploitation ” 
of the Ruhr for the West European countries, the stripping of 
German resources to make good British and French needs, 

Hitherto, the most effective counter-argument of the Western 
Powers has been the contrast between the constructive possibili- 
ties of the Marshall Plan and the ruthless policy of. exploitation 
and dismantling pursued by the Russians in their zone, not to 
mention the extent to which the remaining industry is made to 
work solely on Russian account. Some estimates suggest that 2s 
litle as 5 to 10 per cent of the remaining industrial plants are 
working to satisfy German. needs, Now, however, at a 
moment of crucial political importance it looks as though this 
asset may be thrown away. It has frequently. been urged 
in The Economist that to begin the winter with a wholesale 
dismantlement of factories in the Western Zones would 
create so great a revulsion against Western policy that 
industrial unrest and direct political opposition might under- 
mine not only the plans for running German production 
but even upset some of the basic calculations of the Marshall 
Plan. A leakage last week of the names of 900 industrial plants 
due for reparations has already roused indignant protests, and 
if the full plan is carried through—it is believed to cover some 
1,800 factories—the protest may well become passive resistance. 
The decision can perhaps still be stayed and Sir Brian Robertson, 
who is to succeed Sir Sholto Douglas as Commander-in Chief 
at this unenviable time, would be justified in using all his 
influence to avert a development which can undermine all the 
constructive results he is expected to achieve. 

* * * 


An Autumn Budget ? 


The possibiliry of an autumn budget is now being actively 
canvassed. This is as it should be; for it is obvious that no 
reliance on physical controls, whether by rationing. allocation, or 
direction of labour, can bring anything like full results if the whole 
weight of fiscal policy is simultaneously bearing in precisely the 
opposite direction, as it is now. To leave the same amount of 
money in people’s hands while forbidding them, with increasing 
severity, to spend it on any of the things they really want, whether 
house-room, food, clothes, coal or petrol, is to invite a further and 
further distortion of the economy and a more and more active 
black market. The more surplus income is diverted into the un- 
controlled second-bests, the pools, the dogs, the fun-fairs, and all 
the other things on which people spend because they have not 
been able to spend on what they really want, the more profitable 
will become the supplying of that second-best, "he higher its pro 
viders will be able to bid, licitly or illicitly, for labour and 
materials, and the harder will become the supplying and staffing 
of the essential industries. This is not a problem which can be 
solved by exemplary fines and jail sentences on the odd black- 
marketeers who are unlucky enough to get caught; it can only 
be removed by removing the conditions in which black marketeers 
thrive and until production has sufficiently improved for controls 
to be lifred that can only be done in one way—by a swingting 
fiscal attack on the surplus income which makes for distortion in 
the first place. oh ae 

It is hardly likely that the attack will be made by way of the 
income tax: Whatever the Chancellor’s touching faith in the 
willingness of business and professional men to go on exerting, 
the maximum of effort, and displaying the maximum of incentive, 
for a fraction of their nominal reward, the record of PAYE shows” 
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that no similar faith can be placed in the wage earner, who has 
very little use for an hour’s:oyertime onyhalf pay. ; Dr Dalton 
might, of course, regard this as the ‘Opportanity for restoring or 
replacing EPT, as threatened when it was first lifted. Some 
political sweetener to more effective action, such as the reduction 
of the food subsidies or an increase in purchase tax, may. be 
needed. But EPT, which is a tax on growth, is a thoroughly 
bad tax. Even an increase in the profits tax, bad though that 
would also be, would be preferable. Probably the inflationary 
situation could not, in the short run, be remedied by anything 
short of a “Gutt Plan” on the Belgian model—a drastic sterilisa- 
tion of deposits, designed to. keep accumulated purchasing 
power out of the consumption market ; but the favourable moment 
for a Gutt Plan was missed long ago, and Dr Dalton is not the 
man 10 recapture it. 


* * * 


Policy for the Development Areas 


One of the figures recently in circulation which has now 
received semi-official confirmation is that £2v0 million is to be 
cut off the capital investment programme. What is presumably 
meant is the gross investment programme—that is, including work 
to be paid for out of accumulated depreciation and similar reserves. 
If so, the cut is one of about 15 per cent, Nothing very definite 
has yet emerged about the places where these cuts will fall, but 
the inspired guesses cast hospitals, schools and the housing 
programme in the role of chief victims. This will, of course, 
be very painful ; but if the choice betokens a determination to give 
priority to capital projects that will directly further production 
for export, it cannot be criticised. A sharp eye should, never- 
theless, be kept on the omissions from the list of victims. Nothing, 
for example, has been said about cuts in the Government’s 
projected expenditures for its own buildings. They are no more 
directly productive than schools and must join equally in the cut. 

In the case of expenditure in the development areas, there has 
been a hint that there wil] te no cut at all, and this also should 
be scrutinised very closely. It has never’ been possible to feel 
very happy about the overriding priority that the Development 
Area polcy has been receiving. More than half of the Board 
of Trade’s post-war factory building programme has been located 
in these areas, which before the war included only about one- 
seventh of the total population of Great Britain. To date only 
11,000 jobs have yet been created, and though this is only the 
first instalment of an estimated ultimate total of 192,000, even 
that seems a very small return for such a large slice of post- 
war capital resources. 

The White Paper on Employment Policy accepted the doctrine 
of “taking work to the workers,” and it is a good doctrine 
within its limits. But to push it to the length of giving industry 
no alternative to the Development Areas and of progressively 
cutting down all capital expenditure in other parts of the country, 
is far tco much of a good thing. Not only does such an extreme 
policy encourage immobility of labour at a time when the national 
interest requires the utmost mobility, but the present pressure 
on the expanding industrialist to go into the Development Areas 
is sO strong that many of the new enterprises will inevitably be 
found, when competitive conditions return, to be located in the 
wrong places. The whole policy is based on two large assump- 
tions, and even if the first—that private industry, in following 
its own interests, does not automatically best serve the national 
interest—can be accepted in these days, the second—that Govern- 
ment cfficials can accurately assess the national interest—becomes 
more doubtful with every day that passes. The Development 
Area -policy is not wrong. But it is not so right that it deserves 
an overriding priority. 


* * * 


Petrol and Incentives 


The petrol farce goes on. The announcement that no restora- 
tion of the basic ration would be even considered before July 
of mext year conveys to the mind, when taken in conjunction with 
other pronouncements, much the same effect as the slam of a door 
behind a disputant taking the shortest way out irom a controversy 
in which he has had the worst of it. The calculation of £5,000,000 
saved by the abolition of the basic ration was made before Mr 
aides ; 
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gain, while the cost in man-hours of dealing with the flood must, 
om she. other’ side Of ‘the edger, be far more than originally 
éstimatéd. It/Wwas not too latevta reverse the decision and mer 
make a further reduction in the value of the petrol unit ; but one 
of the least endearing traits of the Labour:Government has 
been its extreme reluctance 10 admit itself mistaken, be: 
To this slightly ludicrous obst:nacy is now added some sur. 
prising evidence of illogic. The restoration of the basic sation 
motorists are told, depends on how the export drive goes, It the 
target of 140 per cent of the 1938 volume has been hit by next 
July, and that of 160 per cent is in sight, they may have their 
petrol back ; if not, not, To whom is this supposed to be an 
incentive? Are the workers in the export industries going to work 
harder because their hearts bleed for the motorist? If every 
factory had, as in America, its workers’ car park, they might 
indeed feel some force in the argument. Actually. a certain 
ceptible fraction of man (and woman) hours which might - 
been devoted directly or indirectly to the export drive wil] ‘now 
be spent on waiting for buses, taking children to school on bicycle 
carriers and recuperating from the additional strenuousness of 
a car-less existence. If incentives are sought they must be more 
realistic than this, which arouses sympathy for the wail of the 
bad boys caught, a few days ago, after absconding from their 
approved school: “When you're bad you get caned or fined or 
put on bread and water, but when you’re good you only get a 
good mark for your house.” 


‘* x x 


Service Cuts 


It is evident that the Cabinet have determined upon an 
additional cut in both the size and cost of the armed Forces, and 
it is equally evident that no public announcement on the details 
of the Cabinet’s plan is likely to be made before Parliament meets 
next month. But a third thing is equally clear. From various 
sources it is possible to piece together the direction that the 
Cabinet’s cuts are taking. Manpower is to be cut by some 
500,000 below the present level. Money is to be cut by some 
25 per cent. 

As always after a major war, there arises a classic conflict of 
opinion over the future of defence. The demand for security 
in an unsettled world is matched with the demand for men in 
mdustry for peaceful ends, the prestige of the successful war 
leaders clashes with the mounting power and responsibilities of 
the politicians. And, as always, there is a temptation to take an 
easy way Out, to make an overall cut in men and money and 
leave it to the Services themselves to sorr out the details. 

In the present stage of information it is difficult to go beyond 
generalisations, but it is perhaps worth while repeating the stand- 
point which The Economist has consistently taken. That is that 
you must start with the foundation, which is manpower, plus the 
fact that a 12-months’. period of compulsory military service is 
all that the country can afford and will tolerate. The resulting 
size of the armed Forces can thea be worked out in five minutes 
on the back of an envelope. The effective ceiling is of the order 
of 750,000 men, and the actual figure, taking a realistic view of 
voluntary recruitment, is likely to be rather less. The second 
fundamental is that modern wars are fought not by professional 
soldiers but by nations in arms. It is essential, therefore, to have 
an organisation, installations and equipmeat that can be mobili 
as fast as those of any other nation. The degreé to which the 
three Services can rapidly expand in wartime is very different, 
being greatest for the Army and smallest for the Navy. From that 
it follows that it is not possible to economise in both mea 
money at the same time. The fewer the men the more monty 
per head is needed, for each man, whether in uniform or m4 
war factory, is a cadre, not a single unit. aba 

A final lessoa from the past is the danger of adopting 100 
rigidly any assumption, as was done after the First World Wat 
that war is not likely w:thin a certain time—ten years was the 
period chosen in the "twenties, The danger is that each year the 
figure ten is repeated ; no ofe ever likes to insist that next ye 
must be D minus nine not D minus ten. Rigidity of this kel 
ese MAPA the efficiency of the Services than almost anytil 


What this all adds up to is that no simple plan, such as # 


equal proportional cut in expenditure, can possibly be right. # 
there had been a little more realism in high places two or thite 
years ago, a policy would by now have been worked out 160 


minimum. permanent forces with maximum: expan 
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De Valera in England eat Wy . 
With the visit of Mr’ De Valera and ‘some of his Ministers 
to London last week for conversations with the ‘British Govern- 
ment, a friendlier atmosphere has crept into the rélations between 
Britain and Eire. The old estrangement, based’ on political 
suspicion and mistrust and resuscitated in milder form under the 
recent wartime circumstances, js beginning to give way before 
the obvious advantages to both peoples of a much closer measure 
of economic co-operation. These advantages are greater to the 
smaller country, and it is a good sign that Mr De Valera’ has 
descended so far from his empyrian aloofness as to tour London 
and Paris, and that Mr Lemass, the Minister for Industry and 
Commerce, has recognised in a recent-speech Eire’s interest in co- 
operating to protect sterling and to assist European recovery. 
The new friendliness, however, does not alter the fact that hard 
bargaining is going on behind the scenes. Eire wants dollars 
and Britain wants food, but neither party will receive its require- 
ments fully or unconditionally. Eire’s balance of trade has become 
increasingly adverse since the war ended, and in particular its 
exports to the dollar area are negligible in comparison with its 
import requirements. The dollar deficit has been met to date 
by drawings on the London dollar pool, but it is clear that, as a 
logical consequence of the suspension of convertibility, Eire could 
now be asked to balance its accounts with the dollar area. This 
extreme requirement, which might cause considerable hardship in 


Eire, is unlikely to be imposed, but from now on dollars will 
certainly become scarcer. 


This situation underlines Eire’s need to expand trade with the 
sterling area. The best, almost the only, way of doing this is a 
large increase in the volume of agricultural exports to Britain, 
which on this side are urgently wanted. The increase could not 
be rapid, unless the Irish Government is prepared, as it very well 
may be, to put firm restrictions on the mounting domestic con- 
sumption of food. But in the long run the possibility of getting 
much more food from Eire is undoubtedly there, so long as the 
British give guarantees that there will be stability of trade over 
a long period and the Irish give up their dream of getting United 
Kingdom prices for their farm products. 


z * x 


Delhi and Karachi 


The Governments of India and Pakistan have now issued 

a joint statement declaring their intention of avoiding a conflict 
with each other and of suppressing communal violence in their 
respective territories. This statement followed the journey of 
Liagat Ali Khan, the Prime Minister of Pakistan, to Delhi for 
consultation with Mr Nehru and the threat of the Pakistan 
delegation to the United Nations to lay a formal complaint against 
India if the persecution of Moslems was not stopped. There has 
in fact been large-scale killing on both sides and each side is 
firmly convinced that the other is solely responsible ; most of 
the outbreaks have taken the form of reprisals for atrocities 
committed by the opposite party elsewhere as related by refugees. 
The spreading floods of refugees going in each direction— 
Moslems from India, Hindus and Sikhs from Pakistan—are 
indeed, as one correspondent has put it, the carriers of infection ; 
their plight arouses their co-religionists to fury and the shedding 
of blood in places where the communities have lived together 
peacefully for generations. Without firm action there would be 
no logical limit to the vicious circle of massacre and reprisal until 
the entire minorities in each Dominion had been exterminated 
or “exchanged.” But a complete exchange of populations in both 
territories—as distinct from the transfers within the Punjab, which 
ve been serious enough in their effects—would be utterly 
Catastrophic in view of the numbers involved, and an effort to 
Prevent it is imperative for both Governments. The balance of 
co-religionists left outside the frontier being averse to Pakistan, 
the latter has the greater interest in halting the process and has 
Proposed a team of United Nations observers to watch the execu- 
tion of India-Pakistan agreements for preventing further slaughter. 
There are many both in India and in this country who are 
now saying that the massacres which have taken place show that 
oe was a mistake and was no solution to the problem which 
ced the British Government a year ago. The surge of violence 
has, of course, astonished those who have always underestimated 
the strength of communalism in India and has produced in some 
Quarters a suspicion that British imperialism has deliberately 
secreted a venomous serpent in the casket of independence. But 
what has happened in India is less disastrous than what certainly 


“Would have happened if the attempt had been made to enforce the 
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Change of Address 


The address of The Peadioutik’ for all 
purposes, is now : 


The Economist, 
22, Ryder ne St. James’s, London, 


Telephone : WHitehall 1511 
Telegrams; ECONOMIST NEWSPAPER, LONDON. 
Cables: MISTECON, LONDON. 








We take this opportunity of paying 
public tribute to the work done by the_ 
contractors, Sir Robert McAlpine & 
Sons, Ltd., in preparing for occupation 
a building which had suffered bomb 
damage. The energy and resourceful- 
ness they have shown in dealing with the 
exceptionally difficult conditions of all 
building work to-day have made it 
possible for us to occupy our new pre- 
mises several months earlier than it 
would have been reasonable to expect. 





unity of India on Congress terms.. That would hay: meant 
Moslem revolt and civil war, probably complicated by Afghan 
invasion, Instead, there are two Governments which, in spite of 
extremist pressures and inevitable exacerbations of feeling, are 
clearly trying to co-operate, and the military forces of the two 
Dominions, though often unreliable in suppressing communal 
riots, have not so far clashed with each other. Ina dark picture 
these encouraging features should not be overlooked, 


x * * 


The Return of Censorship 


It is announced that, from October rst, the wartime practice 
of opening the mails to and from overseas countries will be 
resumed, with the object of preventing the illegal export of cur- 
rency, securities and other valuables. Only a proportion of letters 


will be opened, and any prohibited documents discovered will be 
confiscated. 


This is damnable. It may be necessary, but it is none the less 
damnable that there should be no method of private communica- 
tion left between this island and the outside world. It is true 
that, according to the explanations given, the new censorship will 
be concerned only with enclosures to letters, not with the contents 
of the letters themselves. But nobody will feel confident of the 
truth of this, and once the principle of opening letters is re- 
introduced, it will. be an easy step, hardly deserving a public 
announcement, to start reading the contents and acting upon 
ihem. The general public would be horrified if they knew what 
use of the postal censorship was made during the war. Intercepted 
letters were copied out and used by Government Departments 
even where no question of breach of the law was involved. Some-. 
times the excuse was to “test morale,” but sometimes it was: 
simply that the officials found the letters interesting. On one 
occasion a long letter from the late Lord Keynes to a Harvard 
Professor had quite a wide circulation in Government Departments: 

From the first opened letter to this sort of thing, the slope is, 
very slippery. If exchange control cannot be operated without 
postal censorship, it would be better to face the consequences of, 
not having exchange control. 
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The Shops and the Law 


Behind the -cenes, argument continues on the Gower Com- 
mittee’s recommendation of a general closing hour for shops of 
7 p.m. with a weekly extension to 8 p.m. Both employers and 
Union representatives, in the trade press and in a deputation to 
the Home Secretary, have protested against this recommendation, 
demanding instead a 6 p.m. closing time with a 7 p.m. extension. 
Their arguments, as expounded to Mr Chuter Ede by the Early 
Closing Association, are backed by figures showing that very little 
trade is now done after 5 p.m., nearly two-fifths of the total, in 
one sample inquiry, occurring between 1 and 2 p.m. The inference 
is that the miserable shopkeeper would, failing a statutory obliga- 
rion to close at 6, be forced to remain open for an additional hour 
© no purpose ; the extension would, in fact, constitute almost a 

yuting of the observed public desire to shop in the lunch hour. 
This argument has a union rider: longer shopping hours would 
cause workers to leave the shops, a depiorable prospect. It does 
not appear that any deputation waited upon the Home Secretary 
from that general public which struggles in the lunch-hour 
maelstrom or, foiled at midday, emerges from its workplace to 
find “ Closed” signs all along the street. 

These contentions are of course riddled with. fallacies. The first 
is a minor one: that the public shops at midday by choice. The 
public shops at midday because it knows that the time available 
after its own day’s work is done and before the shops shut is 
inadequate for anything except the odd emergency purchase. The 
second is that permission to open is compulsion to open. The 


*. ambitious and esurient, working til’: 7, would steal the trade of 


those shutting down at 6 or 5 ; therefore, al] must—ir seems—stay 
open till the legal curfew. In fact, all do not, even now ; plenty 
close at § while their competitors continue for another hour in the 
evil courses of public service. In any case it is not clear why shops 
should constitute a special case. Restaurants open and close, 
cinemas run late houses or not, at their own sweet will. Taxis 
ply the. streets. between hours determined by their owners. 
Industry arranges its shifts to suit the mutual exigencies of 
employer and union ; and the law, while protecting the interests 
of women and juveniles, leaves it free to do so. There is no logical 
reason—providing that union action, or if need be, the law, safe- 
guards the leisure of the shop assistant—why any eccentric shop- 
keeper who chooses to remain open all night should not do so. 
Finally, there is little reason to-suppose that longer hours“would 
either increase the need for, or diminish the supply of, shop 
assistants, At present shops have to maintain a staff sufficient to 
cope with a ridiculously disproportionate midday peak ; with that 
peak halved by the reinstatement of the evening shopping period 
they might well find themselves able to manage with fewer. At 
the same time either shift organisation or the alternation, for any 
shop worker, of long and short davs, could maintain an average 
of working hours sufficiently attractive to maintain the distributive 
working force: Whether, on more general economic grounds, that 
force should not in fact be reduced, is another story. 


* x * 


Hungary Starts Again 


With 22 per cent of the votes in the recent election behind 
them, the Communists of Hungety have gained most of what 
they wanted in the new Cabinet formed this week. They hold 
the key ministries of foreign affairs, the interior, communica- 
tions and welfare, and Mr Rakosi, “the old fox,” is one of the 
rwo Deputy-Prime Ministers. The Smallholders, now purged 
tc a state fit for a Left coalition, provide Mr Dinnyes as Prime 
Minister, and are granted a voice in finance, agriculture and 
education as well. The Social Democrats, who reckon to have 
been defrauded of 200,000 votes, have secured for the nimble 
Mr Szakasits the other deputy-premiership and for his followers 
the direction of commerce, industry and justice. Such a division 
looks fairer than it is, and it gives no indication of the dominating 
voice that Mr Rakosi wil] continue to have. 

Relations with Russia and the execution of the three-year plan 
come first on the new Cabinet’s agenda. A mission led by Stare 
Secretary Vasarhelyi is at present in Moscow making what profit 
it can out of the election results and finding the Russians more 
reasonable than usual cver reparation payments and their handling 
oi German asse:s in, Hungary. Not on the agenda, but at the 
back of many, Ministers’ minds, will be the question of how the 
three-year plan can possibly ger Hungary back to the production 
and living standards of 1938 without aid from the West. A long 
time must pass before food surpluses will be sufficient to buy 
what is needed for the equipment of industry ‘and agriculture. 
Credit must com: from somewhere to tide’ over that ‘time, ‘and 
Hungarians will watch with anxiety how Poland fares in’ its 
relations with the World Bank. eatES [Mat 
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Drang nach Westen 


Refugees from the Russian Zone of Germany seeking 
in the American Zone are becoming as distinguished as they haye 
have been numerous. Dr Paul, Prime Minister of Thuringia, 
who disappeared from his State ten days ago, has appeared. in 
Hesse, and Herr Mertens, Mayor of Jena, has reached Frankfurt 
with his wife and five children. Dr Paul is reported to have 
detailed knowledge of a plan to create a Soviet Socialist Republic 
in eastern Germany—if the Foreign Ministers’ Conference jn 
November should fail; Herr Mertens claims that he was 
threatened with arrest by the Communist-controlled Socialist 
Unity Party of the Russian Zone. : 

What evidence there is points to widespread political persecy- 
tion of all rivals by the Socialist Unity Party of eastern Germany, 
persecution to the point of deporting men and women to Russia 
or incarcerating them in concentration camps. Refugees from 
this regime are naturally making for the American, and toa lesser 
extent for the British, Zone, in the hope of receiving shelter as 
political refugees. This presents a difficult problem to the authori- 
ties of both zones. If the new exodus is encouraged, it may well 
become a regular traffic. If it is discouraged by the forcible 
return of refugees to Russian-occupied territory, there will be 
bitter complaints from the Social Democrats of the west. 

The Minister in charge of refugee affairs in the Bavarian 
Government stated two moaths ago that roughly §0,000 persons 
had crossed the frontier illogally from the Russian Zone since 
June. Another report states there are 10,000 in Hesse alone, 
Reports appearing in the press of western Germany. gave the 
daily arrival at Giessen camp as 251 during June. It is believed 
that there are several thousands of refugees in Bavarian camps 
now awaiting return on General Clay’s orders. 

Landrite and other officials, as well as journalists and welfare 
workers, have pieced together a picture of the general reasons 
for the movement. Most of the refugees are boys and _ single 
men; most of them left the Russian Zone to escape the call-up 
for compulsory labour in factories, plants or mines under Russian 
management. It is also known that last year specialists and 
skilled workers were being deported in considerabie numbers 
eastward. It is clear that the other main reasons for the exodus 
are political, All refugees speak of the sense of insecurity which 
prevails beyond the zonal frontier. One-party rule and the fact 
that criticism of the Socialist Unity Party is a punishable offence 
have created a new class of political offenders, frequently members 
of the prohibited Social Democrat Party. Numbers of them are 
believed to be in Buchenwald and in a new concentration camp 
at Stern-Buchholz, near . Schwerin, interned with ordimary 
criminals. 

Add to these facts the neglect and decay: of industry in: the 
zone, its ruthless exploitation by the Russian authorities, the poor 
living and working conditions in the ywwns and mines, and it is 
clear that the urge to press into the already overcrowded westem 
zones may grow overwhelming. It will be interesting to se 
whether General Clay is able to maintain his present policy of 
forcible return. 


Le 


* * * 


Good Fish in the Sea 


The best that can be said for the North Shields drifter men 
who last week were refusing—some 400 of them—to put to sea 
so long as the minimum price for herring in Hartlepool is below 
85s. lod. a cran, and threatening with violence those fishermen 
from other ports who. are willing to take a lesser price, is that 
plenty of other people have set them the example. Undercutung 
is blacklegging. While sharp practice towards buyers, inefficiency, 
go-slow, sabotage and every form of dog-in-the-mangensm, 
whether by owners or by workers, may be theoretically con 
this is the one really unforgiveable sin. The practice of Govern 
ments, Marketing Boards, Trade Associations, business combines, 
professional groups and Trade Unions has for a generation of 
longer been based on this ethic, The notion that any man, ot 
any firm or any local group has any prima facie right to dispose 
of their produce at whatever price appears to them good enou 
is, both to the corporativeminded capitalist and the sy 
rainded union member, a quite revolting heresy, from which North 
Shields could hardly be expected to be immune. There is thus 
some excuse for what would otherwise appear a particularly 

attempt by the greedier or less efficient elements 
industry to dictate the terms on which the rest should work. 
The herring fisheries have, of course, a long and: painful! record 
of violent price fluctuations and of heartbreaking waste of effort. 
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jn the bringing to port of fish which turns out when landed to 
be of fertiliser value. The fisherman cannot plan his output, one 
eye on demand and the other, on a reasonably foreseeable cost 
schedule, as do business men im‘general and fish-curers and dis- 
rributors in particular, but must take what is sent him by: the luck 
of the weather and the whims of the shoals. His bargaining power 
is thus, even in a propitious economic climate, essentially weaker 
than that of his customers, and the brunt of depression is con- 
centrated upon him even more than on other primary producers. 
Few of the restrictive organisations spawned by the inter-war 
depression years could put up a stronger case for their existence 
and activities than the Herring Board. But when an overall 
decision has been reached, and the prices at the various ports have 
been settled, the matter should at least be allowed to rest there, 
without attempts by local groups to build yet another course or 
two of restrictive practices on to the barrier already separating 
the consumer from his food. The English Herring Catchers’ 
Association, like so many of the Trade Unions proper, evidently 
needs to establish closer discipline in its rank and file. ; 


* * * 


Costings by Miss Nightingale 


It has long been a textbook commonplace that the structure 
of the British Government’s accounts is thoroughly unsatisfac- 

. In an attempt to supply Parliament with material for a 
detailed control of finance which it does not in fact exercise, the 
Treasury fails partly or wholly to satisfy any of the three func- 
tions which its accounting should perform—accounting, that is, 
in the narrower sense of the control of the Government’s own 
finances, as apart from the wider function of relating these finances 
to the working of the economic system as a whole. First, members 
of the House of Commons need crisp non-technical summaries, 
bringing our the main trends, on which to base general discus- 
sion of policy. Secondly, the Committees of the House engaged 
in more detailed investigation of particular fields should be able 
to call, not merely for penny cash-book accounts designed simply 
to ensure that there is no dishonesty and that appropriations 
have not been exceeded, but for proper cost accounts designed 
to bring out the full costs and economic efficiency of particular 
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services. And, thirdly, the Treasury itself needs similar cost 
accounts to maintain a running.audit of the efficiency of depart- 
ments, Principles apart, manpower shortage must in any case 
make the general introduction of a system on these lines impos- 
sible for the moment; for the time being, penny cash-book 
accounts must continue. But that is no reason against developing 


_ cost accounting in special fields where the need is obvious, even 


outside the trading services where it is applied already; and, 
with the agreement of the Treasury, the Select Committee on 
Estimates* have now recommended that a start should be made 
in the form of special cost accounting appendices to next year’s 
Estimates on housing and on research and development, 

Cost accounting is by no means new in the national finances, 
even apart from the trading services. The War Office placed its 
accounts on this basis in the early twenties ; but the system was 
expensive, and was in due course dropped because (if one reads 
between the lines of the Treasury’s evidence) Ministers at that 
stage had no intention of making any practical use of the results. 
What did survive was a cost accounting system for the Army’s 
medical services, on which the Select Committee comments 
favourably. Inquisitive members of the Committee proceeded to 
probe into how this system had survived so well. And there was 
indeed a special reason ; for it was installed by Florence Night- 
ingale. The Treasury, as the uniqueness of the example suggests, 
and as its own evidence confirmed, is in principle opposed to the 
general application of a similar system in other fields. 


* 


This is undoubtedly a case where national finance might learn 
from local finance. In cost accounting and the presentation of 
accounts to councillors, and the public, municipal accountants have 
been far and away ahead of the Treasury ; and indeed in account- 
ing practice generally. Local Government Finance, the official 
organ of the Institute of Municipal Treasurers and Accountants, 
is entirely right in claiming that, as the principle of public 
accountability is more and more carefully enforced at all levels, 
the experience of the Institute’s members should prove of steadily 
increasing value. : 


* Pec Report of the Select Coctunitzee on Estimates. HMSO, 
Is. ‘ 
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Letters to 


The Education of Our Masters 


Sir,—I should like to reply to your comment on my letter of . 
September 6th. To recommend unemployment as a spur to _ 


greater effort on the part of the worker is one thing ; to recom- 
mend “ moderate, short-term ” unemployment as a corrective for 
the present rigidity of the labour market is another. If my argu- 
ment regarding the former is accepted the problem becomes this: 
How can the required flexibility be restored w:thout increasing the 
fear of unemployment ? 

The first requirement, clearly, is to keep unemployment to a 
minimum. Apart from such a long-term factor as the location of 
industry, the ability of trades to stabilise their labour requirements 
and the efficiency of the labour exchange machinery will largely 
determine whether the minimum is to be more or less than 4 per 
cent. The second need is to emphasize continually to the 
workers, by word and deed, the short-term nature of his unem- 
ployment and its purpose, and to make it, while it lasts, as little 
of a social calamity as possible-—Yours sincerely, 


69 Exeter Road, N.W.2 R. P. LynTon 


Sir.—In connection with your note on Mr Lynton’s letter of 
September 6th, I suggest that the figure of 5 or 6 per cent of 
unemployment as the minimum for efficiency was considerably 
on the side of pessimism. Statistics alone can show whether it 
is indeed the figure usually taken; Lord Beveridge, admittedly 
an advocate of full employment policies, suggests in his 
“ Full Employment” that a figure of § per cent is not “ the irre- 
ducible margin required 10 be standing by to make change 
possible.” He gives your “lowest possible” figure of 3 per cent 
as a “conservative rather than unduly hopeful aim.” And the 
emphasis, I would stress, in this as in other works of a similar 
nature is laid on the possibility, rather than the desirability, of 
reducing unemployment to this figure. It is regarded as the 
minimum possible, not the minimum desirable, figure. 

It may be that a figure of 1} per cent of unemployment is 
insufficient to “allow “for “Corrections in our présént~ distorted 
economy. But when the necessary adjustments have been made, 
there is no reason to believe that a figure as high as 6 per cent 
of unemployment will be necessary 10. emsute the mecessary flexi- 
bility in our industria] system. And, as Mr Lynton rightly points 
out, the fear of wnemployment-is a far greater deterrent to full 
productive effort than the lack of it—Yours faithfully, 


Oriel Coilege, Oxford K. A. F, Sainssury 


Fascist Disturbances 


S1r,—Frederic Mullally’s letter in your issue of today’s date 
calls for an answer, especially in view of the current trénd amongst 
authors and correspondents to condemn everything “ Fascist” 
while apportioning no blame, apparently, on the activities of that 
equally extremist body, the Communists. 

It is well to remember, however undesirable the return of 
Fascist activities may be, that no political freedom whatsover 
would be tolerated under a COMMUNIST-controlled State, any 
more than it would be under the Fascists. There is evidence 
enough these days of what would happen to all. truly democratic 
people in this country should we ever be so unfortunate to come 
beneath the shadow of “A Free People’s Government.” 

Sufficient powers, and Mr Mullally probably knows the law 
better than I, are already invested in the Home. Secretary for him 


‘ 10 deal with those people convicted for incitement in any form, 


whether racial or otherwise. Nor, under these laws, .are the 
penalties particularly light, though it is to be admitted we have 
no “ Corrective Camps.” 
It is to be sincerely hoped, however, that the Home Secretary 
has equally sufficient powers to deal with those persons who 
avgwedly cry loudly and frequently for the’ overthrow (by revolu- 
tiom, too) of “ reactionary” governments (i.e., all non-Communist 
governments): High treason seems to be\a moteidastardly offen 
than some of which the Communists have charged the. Fascist 
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two birds with one stone!—Yours: 
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+ Rothtuly,® Colége Rodd, Hbdldekdoh, Hert sinnaeeaal 
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THE ECONOMIST, September. 27, 1947 


the Editor 


Soviet Oil Production 


Sir,—The Soviet oil production in 1946, if correctly estimated 
at 22.8 million tons, was nearer three-quarters of the average 
production (according to official Soviet figures) between 193! 
and 31940, than one-quarter, as stated in the article “ South of 


the Caucasus” in your issue of September 27th. I assume the | 


error was a clerical one and that it was not reflected in the 
argument of your article. But what I take to be the general 
line of this would have been much less vulnerable if it were 
in fact possible to envisage a figure of over 9o million tons for 
Soviet domestic output when back to normal. It could then be 
maintained that consumption‘ needs would be more than covered 
within the range of current planning. But, as it is, the highes, 
figure for a year’s output yet admitted, 37.8 million tons in 19g1, 
does not look like satisfy:ng an economy expanding at the planned 
rate On so vast a territory, and including an agriculture based on 
tractor power, not to mention large and probaly well-exercised 
amoured forces. It is less than a sixth of the United States® 
production and consumption in 1946. 

In so far as your argument rests alternatively on a comparison 
of Soviet and American “ proved resources,” I venture to question 
the significance of the statistics quoted as they stand. ‘There ig 
not a direct correspondence between potential annual output 
and these reserves for the reason—fully recognised elsewhere in 
your article—that some deposits produce “more cheaply and 
easily” than others. I do not know whether there is material 
apart from. Soviet surveys for an authoritative opinion on the 
relative potentialities of the North Persian fields, but there are 
certain grounds for supposing that the Soviet petroleum authori+ 
ties should have been able to assume a better return in Persia 
for a given outlay in capital installations (which js assumed to 
be inelastic) than in existing Soviet fields. 

It may be reasonable to suspect that the Soviet diplomatic 
Offensive against Persia is timed to fit a wider political strategy, 
or even to reconnoitre, as you suggest, the front line of the 
Truman. doctrine... Moreover one may not-be entirely..confident. 
that the Soviet oil statistics are not misleading. But the whole 
problem will, I suggest, be «dangerously -mis:nterpreted if the 
Soviet need for more oil is underestimated —Yours faithfully, 

Trinity College, Cambridge MICHAL VYVYAN | 


[The sentence referred to should have read: “Production in the 
Soviet Union in 1946 was estimated at only 22.8 million tons of crude, 
or about a quarter less than (not ‘ of’) the average production between 
1938 and 1940.”—Eptror.] 




















From The Economist of 1847 


September 25, 1847 


The affairs of Italy increase in importance. The Duke 
of Lucca has abandoned his dominions, and has placed 
himself at Milan under the protection of Austria... . 
_ Have our readers considered the nature of the contest 
into which Austria is entering, a contest not only against 
the liberties but against the religion of the Italians ? Have 
they noticed, that in this contest the Government of Austria 
will no longer be aided by the church but opposed to it? 
For the first time for many years the priest.and the patriot 
are united in Italy. The spiritual influence of the Pope, 
man’s faith ir religion, which has hitherto been ranged on the 
side of legitimate government, is, by the attack of Ausiria, 
to be ranged on the side of its opponents. There is no 
longer an alliance between the Church and the State in 
Catholic Austria, but the two powers have entered into a 
conflict. There the watchword will be Pope or Emperor, 
not Pope and Emperor, which makes more difference be- 

— this and other enepenn, i. Anty than we can find 
words or space to describe. The Tyrolese troops, in an 
affray with the Hungarians, are said to have already struck 

_ a blow for the Pope, and Austria, therefore, is provoking 

_ a dissolution ef its own power, and breaking: up all legiti- 
mate government, while it is assailing the patriot Pontiff and 

_ the national guard of Italy... In our view, no more 

_ important question has engaged’ the attention of Europe 


the combined movement Sf the. poptsce he patos an 
the priesthood of Italy. 
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Books| and\/Publications 


In Search of Justice 


“Rediscovery of Justice.’’ -By F. R, Bienenfeld, . George Allen 

and Unwin. 263 pages. 15s. : 
THERE are many roads that seem to lead to justice, although no 
one can feel any assurance that they reach their destination, 
Professor Bienenfeld chooses that marked “Law.” ~ 

His book falls into five sections. The first is a short account 
of the age-old problem: is.man naturally just and, when not so, 
distorted by society, or is man. naturally unjust and only brought 
towards justice by society ? The second is a most illuminating 
comparison between the emotions and conflicts within the family 

alysed on a Freudian basis) and the related emotions and 
conflicts that trouble humanity in its world-wide social and 
economic contacts. The third section examines justice in modern 
society, chiefly in the field of international relationships." The 
fourth—and a most valuable one—discusses the evolution of the 
concept of Natural Law and its component parts, individualism, 
self-<determination and . social co-operation, with the added 

of authority, The final section propounds a minimum 
Bill. of Human Rights and.the prospects of justice. 

Professor Bienenfeld. has. the mind of a Continental lawyer, 
That is to say, he conceives law, at its best, to be a logical] frame- 
work controlling, directly or indirectly, all human activity and 
relationships. This frame is not rigid, but it is ex Iyothest com- 
prehensive and logical; ‘The Anglo-Saxon approach to law is 
somewhat different. It sees it'as a body of working rules, made 
up to meet a case as it arises and not requiring logic as an 
essential component. Law is ‘a mirror, reflecting, not the average, 
but something a little better than that, It does not reflect the 
highest aspirations of man, for to do so would conflict with the 
essential requirement of workability, 

The differing points of view are best shown by the author’s 
approach to the problem of a Bill of Human Rights. He sets 
out certain propositions for such a Bill, as part of a framework 
of valid and accepted international law, and then proceeds to 
whittle down the practical effect of each statement of principle. 
The English lawyer would be far more inclined to admit that 
he recognises that, say, pitacy is in fact internationally regarded 
asa crime, but to draw no further deductions from such a state- 
ment. The kind of difficulties in which. Professor Bienenfeld 
becomes involved can be illustrated by one quotation from his 
rules concerning uncontested “ Natural Laws”: 


Science and its teaching are free, provided that, in the opinion of 
unprejudiced scientists appointed by O, the teaching is not, under 
the cloak of science, intended to assault by way of propaganda those 
aims which are fundamental for the well-being of humanity, accord- 
ing to the Charter of UNO and the Constitution of UNESCO. 


How many practical questions are not begged in those few lines ? 
But this is a most valuable book in that it directs attention on 
the fundamental problems of human society, and examines them 
with a mind that is disciplined, sincere, experienced and lucid. 
The discussions that it will provoke can do nothing but good. 


America—Impersonal -and Personal 


“The United States in World Affairs.’’ By John C. Campbell. 
New York : Harper. London, Royal Institute of International 
» Affairs. 585 pages. 25s, 

For the United States Council on Foreign Relations the outbreak 
of war meant the cessation of their annual surveys of international 
aflairs. Now, like. their, opposite. numbers at Chatham. House, 
are resuming publication. of their periodic surveys, while the 
lacuna of the war years is being filled in another form—by a special 


historical study under the direction of Professor Langer, This 


volume, which for most purposes runs from V-J Day to the procla- 
mation of the Truman doctrine, is the first volume of the revived 
annual series. Readers on both sides of the Atlantic will welcome 
the:return of its’ familiar contours. They will rejoice: to-find that 
Mts accuracy, henesty and objectivity it; matches its, pre-war 

motypes, ond naval =. 2uoiage thonnenbss ey goitiast)2 

Ay treatment, of a theme.as wast.and discursive as this yolume’s 
Must make a ae ae po Tf it natrates. ch onolomealty, it 
Sactifices the logic of topic to the logic of sequence as well as 

cating the Hizy reader’s search for’ threads.” If it proceeds 
topics, continuity and interaction are id.’ This survey 


“Hiakes" the ‘second choice and pays the inevitable price. It is a 


high one. In no country is politics, domestic o: foreign, less 
compartmentalised than in the USA—Palestine spills into the 

oan, Parity.tugs at Unrra, presidential aspirations colour 
Occupation policies—and any treatment which neglects that 
necessarily robs the facts of some of their living reality. The faults 
which careful scrutiny can detect in this volume are such as follow 
naturally from this limitation—for example, a grossly inadequate 
treatment of American public opinion and the press (which latter 
is not even mentioned, individually or collectively, in the index), 
or the relegation to passing allusion of such hurricane incidents 
as the Fulton speech. The result, without the least falsification 
being intended, is inevitably to give to American policy an 
appearance of consciously sustained purpose which it sadly lacks 
outside the pages of the State Department’s intra-office memor- 
anda. Against such shortcomings, however, the sensible reader 
will set the generous frankness of the whole treatment of conten- 
tious issues, which does not shirk the allocation of blame or the 
exposure of inadequacy, and the generally high level of scholar- 
ship displayed throughout. _ 


“The Roosevelt I Knew.’’ By Frances Perkins. Hammond, 
Hammond, 327 pages. 18s. 

THE Roosevelt Miss Perkins knew was not the international figure 
and war leader who stood so high in'British popular esteem He 
was the Governor of New York State ‘and the ‘crusading New 
Dealer. He was the legendary “that man” of-irate Republicans 
and the party chieftain of both willing and unwilling Democrats. 
He was the idol of Louis Howe, the. supplanter of Al Smith, 
the earpiece of Harry Hopkins, the sour taste in the mouths. of 
Raymond Moley and James Farley, the victorious and patronising 
opponent of Landon, Willkie and Dewey, and the consistently 
loyal boss of his Secretary of Labour. It is a measure of the 
success of Miss Perkins’s portrait that all thesé Rooseveits are 
recognisable in it. Even the last-named, who might have been 
expected to eclipse the rest, takes his place, but only his place, 
alongside the others. 

“It is my final testimony that he never let me down,” says Miss 
Perkins ; yet while the tribute carries instant and complete con- 
viction, it is set in a context which leaves it still quite compre- 
hensible that a different verdict might fall from other lips and 
have a validity of its own. In fact what Miss Perkins has achieved 
is a blend of intimacy and objectivity which no other book on 
Roosevelt has approached. With a modesty that other Roosevelt 
memoirists might copy she disclaims any finality for her portrait, 
and indeed for the full understanding of his enigmatic complexity 
other testimony and fuller disclosures will be needed, Neverthe- 
less her success is such that it leaves ope with a deep regret that 
her experience went only as far as it did—that there remains one 
side of Roosevelt’s work on which she can. cast but little light, 
his foreign policy. Roosevelt as an international figure occupies 
only a small concluding fragment of her book. What she has 
to say here is interesting, vivid and’ obviously honest, and provides 
a valuable corrective to the post-prandial meditations of Mr 
Adamic and the filial romancings of Mr Elliott Roosevelt. But 
she was not—and does not pretend to be-privy to this side of 
his public life: With the passing of Harry Hopkins will the gap 
ever be filled ? 


“Woodrow Wilson and American Liberalism.’’ By 
H Jones. “ Teach Yourself History ’’ Series. English 
Universities Press. 295 pages. 5s. 


Mr. Rowse’s. editorial conception of history as a series of .x- 
panded obituaries has presented Mr Hugh-Jones with an almost 
insuperable task—to tell, within about 60,000 words, the story of 
American liberalism from the death of Lincoln to the collapse 
of Wilson ‘as well as the narrative of America’s ‘role in the’ first 
world war and the peace settlement, Something must suffer’; Mr 
Hugh-Jones: has decided, probably wisely, that: the details of 
Wilson’s private life and a full analysis of his diplomacy, both 
European and Senatorial, can best, be spared, , He. has,concen- 
trated, with considerable success, on, the Wilson: least known. to 
British, readers, the apostle of the New Freedom. It is a useful 
story to have. in popular fofm, engagingly and fairly fully ex- 
pounded ; it is a pity that the demands of the serits oblige it to 
share living space with so much that is necessarily cursory and 
compressed. i 
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Prices and Politics 
(From Our US Editorial Staff) 


ea types of public problem engage the politician—those 
that he exploits eagerly and those that he grasps because 
he must. The new price rises combine the features of both. 
Properly exploited, they may make the fortune of a Congress- 
man. Taken timidly, they ate sure to sting. us 

On the domestic front, public clamour and political reaction 
against these new rises were slow to start. The basic com- 
modity index of the Department of Commerce (1939 = 100) 
has been climbing since early June (when it had slipped back 
to a low of 295), but it was not until September that the 
storm broke. On September 2nd the index registered 307 ; 
nine days later it hit 324. Wheat and rye were selling for $3.00 
a bushel. Eggs and butter commanded, at retail, a dollar a 
dozen or a pound. Beef moved into the same expensive circles. 
Milk rose. Fruits and vegetables, to be seen rotting in the 
country, sold in the city at price levels that would be high in 
January and were fantastic during the harvest season. 

The cause of this new inflation is unclear, though not for 
lack of explanations. Familiar whipping boys have been trotted 
out to satisfy the public anger, and in accordance with the 
interests of the trotter. Labour says the cause is excess profits, 
and asks a return of price controls. Representative Sabath of 
New York, and Senator Flanders of Vermont called for an 
extra session of Congress to investigate price-fixing by meat 
packers, dairy producers, commission merchants. Meanwhile 
a joint Congressional sub-committee, to which the Senator 
belongs, is warming up by holding preliminary price hearings 
across the country. The Mayor of New York discussed with 
restaurant keepers a plan for restoring the wartime practice 
of serving meat only five days a week. Senator Taft’s advice 
was “ Let people eat less, and less extravagantly ”’—an admoni- 
tion, unpopular at any time, which aroused raucous laughter 
when it coincided with a photograph showing the Senator cut- 
ting into a thick slice of meat at a California barbecue. 

As the commotion increased, one government agency after 
another grasped the nettle and tried to find in it an artichoke. 
The Department of Justice issued subpeenas summoning eigh- 
teen of the leading meat packers to appear before a special jury 
and explain alleged price-fixing. Federal District Attorneys 
throughout the nation are directed to begin drives against 
“ collusive” price agreements or practices which might increase 
costs of living in their districts. The Commodity Exchange 
Authority asked that the minimum cash margin for speculative 
dealing in grains be doubled, a request which would only bring 
it up to 33} per cent as compared with the 75 per cent 
required on the Stock Exchange under the Securities and 
Exchange Act. The Secretary of Commerce stated firmly that 
high prices were not caused by the amount of produce going to 
Europe, but by high prosperity and hence expanded markets 
at home. President Truman’s contribution took the form of a 
request that the nation practise voluntary rationing. 

So far, there has been very little open attack on over- 
employment, high competitive wages, or the agricultural policies 
instituted by the New Deal in a very different period and still 
ete iinet: Ss ae tek eae 
raising incomes by subsidy price support ; the paradox 
that they should continue in a period when abundance of every- 
thing is needed and prices, supported and unsupported, are 

ing new peaks may be laid at the door of a democratic 
system in which farmers, as well as workers and business men, 
have votes. For different reasons, the search for a satisfactory 
whipping boy has not touched inflation, nor whistled at the 


door of those makers of the nation’s monetary policy, ‘the 
Treasury and the Federal Reserve Board. vib 

The argument can be made with some force that this new 
price rise shows the characteristics of a classic inflation, and 
is due, in large part, to the fiscal policy which, like the nation’s 
agricultural policies, was invented to cure extreme depression 
and has hardly been altered since. Cheap money, expanded 
credit, a loose hand on the brakes, were instituted in 1933 a5 
accompaniments of deficit spending to rouse the nation from: its 
then state of economic paralysis. It was explained at that time 
that when those measures had done their work and the free 
enterprise system was again working freely, the stimulants would 
gradually be withdrawn. War, coming before the cure was 
complete, provided a new stimulant so powerful that controls 
not comprehended in the original plan had to be applied to 
credit and prices in order to keep the expanded machine from 
running so fast that it would wreck itself. With the ending of 
the war those latter controls were withdrawn at the insistence 
of men in Congress who said, and probably believed, that the 
economy was grown strong enough to right itself with no mor 
ae a those sete by supply and demand. 

days of deficit spending are over, war expansicn is 

the budget is balanced. Theoretically, the price of money Son 
be encouraged to rise. But there has piled up, as the cost of the 
cure, a mountain of national debt that must somehow be ser- 
viced. The citizens’ interest seems to dictate that it be serviced 
as cheaply as possible. Caught between the need for cheap 
money to be used in debt-servicing, and its dangers in promoting 
over-spending, the Treasury and the Federal Reserve Board 
have so far given no sign that they are ready to move from 
one horn of the dilemma to the other. The techniques invented 
to accompany deficit spending still continue, if only as a matter 
of habit. Their inflationary effects multiply. To reverse the 
fourteen-year-old trend may take a politica! revolution as sharp 
as was that of the New Deal which was invoked to break the 
equally vicious effects of too much thrift. 

In any event, the economic policy of the United States is at 
present in the hands of political appointees hardly likely to over- 
haul the basic philosophies which brought their party into 
power, or to re-instal unpopular controls which might lose it 
votes. The Democrats, who run the executive offices, 
far easier to make political capital out of such surface phenomena 
as the Republicans’ discarding of price controls last summer. The 
Republicans, who control Congress and are hoping to clect one 
of their number to the White House a year hence, are busy 
fending off criticism of what was a popular move only a yeat 
ago. They will hardly propose new controls at a moment when 
their most important problem is how to win friends and influence 
independent voters. President Truman’s decision to rely of 


ae 


out the storm and to turn its potential dangers to 
separate advantages. 

Meanwhile economists issue warnings that this ma 
last flurry before recession sets in, and Pravda makes 
out of an unfounded rumour that the United States may 
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exporting wheat to Europe. The international dangers of the 
situation are admittedly serious. Even Americans know that 
rising prices bore a large share of responsibili the failure 
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of the British loan to accomplish its , and ne 
men are now asking themselves what this new upward te 
may do to the Plan, 
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PR on Trial’ 


(From a Correspondent in Ohio) 


F, as many students of government like to think, American 
I municipal politics follow a cycle of reform and corruption, 
urban America has been on a sharp upswing during the past 
few years. Last year 80 cities discarded more or less obsolete 
local governments for the approved model, which combines a 
small elected council with an appointed City Manager. 
Altogether, about 700 cities and towns now have City Managers. 
But some municipal reformers complain because only 12 com- 
munities, mostly small, elect their councils by proportional 

ntation ; and of this dozen, three, New York, Cincin- 
nati and Long Beach (Long Island), will vote on the repeal of 
PR in November. New York and Cincinnati are the two most 
important PR cities in the country. The outcome of these 
elections will have a considerable influence upon the somewhat 
spotty career of PR in the United States. 

Why this sudden flurry to test PR at the polls? One 
reason is that an election held in an off-year, when there is no 
complication of a Presidential contest, usually means a light 
yote, which offers an advantage to Republican and Democratic 
organisations opposed to PR. Another reason is a growing 
— reaction against minority bloc voting in the United 

tates. In local or national elections, PR is the great guarantor 
of minorities. Of course, the manceuvring of minorities is an 
old story in American municipal politics, especially in the big 
cities. New York’s Tammany machine in its heyday never 
made up a slate of aldermen without including an array of Jews 
and Irish and Italian Catholics. The ward composition of most 
city councils lends itself to exploitation of neighbourhood senti- 
ment, so often coloured by race, religion or economic status. 
The habit of bloc thinking has, however, been growing in recent 
years thanks to the national and ‘racial sympathies—and_ ani- 
mosities—aroused during the war. The “ Negro Problem” 
has swelled dramatically in many sections of the country. The 
Roman Catholics are becoming more politically conscious as 
agroup. Labour has arrived at a stronger sense of solidarity. 
In some American cities minorities have found an avenue to 
political power in proportional representation. Under PR, 
minority representatives are not chosen by party bosses thanks 
to the accident of birth, confirmation or economic class. They 
ate chosen—or nominate themselves—as minority leaders, with 
Causes. Once elected, they tend to promote those causes by 
deals and log-rolling. 

PR on the European continent generally follows the party- 
list system. American advocates of PR prefer the variant more 
familiar in Great Britain. This provides a single, transferable 
vote on a ballot listing individual preferences by number. There 
can be no doubt that this system guarantees representation to 
minorities and has helped to ctipple, or at least to weaken, 
several political machines. A vigorous effort is now being made 
in Boston to smash the Curley machine with the PR weapon. 
In Cincinnati, where its leading defender is Mr Charles P. Taft, 
aneminent Republican who often disagrees with his distinguished 
brother, the Senator, PR is credited with having destroyed the 
notorious Cox-Hynicks Republican “ gang ” which had misruled 
the city for 40 years. Its advocates also thank PR for the city’s 
teputation, since 1926, as “America’s best-governed city.” 
Evidently the voters have agreed, for PR has survived two tests 
a the polls, though by uncomfortably slim margins. 

. York City the PR system adopted in 1936 has like- 
Wise Survived two repeal attempts. But the attack this year is 
waged jointly by Tammany and the Republicans and has 

Support of the most influential newspapers including the 
New York Times. Up to now, five American cities, 

1, have dropped PR, by popular vote or through court 


In the past, the favourite epithet hurled against PR was “ un- 
American.” This referred not to its alien origin—the Australian 
ballot is also in use in America—but to its alleged tendency to 
work against the traditional American two-party system. 
This year the “ un-American” argument is timed to quicken 
the average man’s apprehensions about Soviet Russia and the 
native Communist Party—the minority bloc which most acutely 
concerns Americans, Wide publicity is being given to the fact 
that at the Moscow conference last spring, Mr Molotov pro- 
posed that the PR system of voting be extended throughout 
Germany, and PR is said to have paved the way for dictators 
both in Germany and in Italy... To. these charges. the friends 
of PR make varying, and not always consistent, retorts. But 
their defence has evidently influenced the metropolitan news- 
papers less than the fact that in New York’s election of 1945 
two avowed members of the Communist Party won seats in a 
council of 23. Nobody believes that the New York Commitinists 
number anything like ro per cent of the electorate, or that 4 
pair of them could have been elected under the orthodox system. 


x 


In Cincinnati, a more homogeneous.town with a large and 
lively reform group, a vigorous drive is under way to “get out 
the vote and save PR.” But the opposition can point to the 
election of 1936, in which a radical preacher, advocate of the 
single tax, of the municipal ownership of utilities and of the 
curious notions of Father Coughlin, won the controlling seat ‘in 
a council otherwise equally divided ‘between the parties, and 
promptly offered to sell his vote to the highest bidder, (The 
offer was accepted—by the reform group).. Two subsequent 
elections resulted in divided councils, with the decisive votes 
held by independents who could never have been elected under 
@ plurality system. In Cincinnati, as in New York, some inde- 
pendent voters who originally favoured PR have been dismayed 
by the ease with which alert and energetic minorities can gain 
representation out of all proportion to their numerical strength 
in the voting body. In an editorial voicing its disappointment 
with PR, the New York Times said: 

If we assume that the chief object of representative govern- 
ment is to represent, then the case for PR is strong, for it does 
represent small minorities more accurately than other systems, 
But if we assume that the chief object of representative govern- 
ment is to govern, then the case for PR is tach weaker; For 
PR. is.. divisive in its effect; it .emphasises.and aggravates 
differences among groups instead of helping to reconcile them. 
PR in New: York City must be considered to be still on trial. 

It is emphatically on trial this year in the two American 
cities where it has made its most spectacular progress. Thanks 
to the combined opposition of Tammany, the Republican 
organisation and war veterans’ grovps, New York seems likely 
to abandon the experiment. The story may well be different 
in Cincinnati, where PR has been attended by more than two 
decades of honest and efficient government and where the 
Negro, Jewish, Catholic and ClO-Labour minorities have been 
encouraged to unite in its defence 
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‘‘ AMERICAN. SURVEY.’’. .is..drawn.. from..three 
sources. Articles described as ‘‘ From Our US Editorial . 
Staff *’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent '’ or ‘‘ From A Correspondent in Ohio’ 
are from outside contributers. Everything. printed 
without attribution is prepared in London. 
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American Notes 


Labour and the NLRB 


When, a fortnight ago, Mr William Green, President of the 
American Federation of Labour, gave it as his opinion that the 
leading officials of the AFL would sign the anti-Communist 
affidavits demanded by the Taft-Hartley Act, it wes taken as the 
crumbling of the unions’ united front. The greatest danger the 
Act has run is that both labour federations would boycott the 
machinery it established and reduce the iaw to a dead letter. But 
if the AFL signs, its chief rival, the Congress of Industrial Organ- 
isations can hardly afford to refuse; for by qualifying to have cases 
heard by the National Labour Relations Board, a marked advan- 
tage is gained in jurisdictional disputes. 

At the eleventh hour, however, Mr John L. Lewis has blocked 
compliance with the Act by refusing to make the insulting 
affirmation of the very obvious fact that he is no Communist. Mr 
Denham, the new General Counsel of the NLRB, will hardly be 
thanked by the authors of the Act for giving Mr Lewis this power 
of veto by insisting that all the Sa of each labour federation 
must sign the affidavits if their constituent unions are to be per- 
mitted to have cases heard by the NLRB. Mr Taft himself, in 
the light of experience, has recommended a more lenient inter- 
pretation. But the relevant passage of the Act reads that no 
union shall have any standing before the NLRB unless there is 
on file an affidavit “by each officer of such labour organisation 
and the officers of any national or international labour organisation 
of which it is an affiliate.” ‘The language is all too specific, and 
it is very doubtful whether the NLRB will choose to help Mr Taft 
escape the consequences of his own drafting by attempting to 
reverse the Denham ruling. 

A little time has been bought by extending the date by which 
affidavits must be filed to October 31st, thus putting the question 
squarely before the conventions of the AFL and CIO, which take 
place, one after the other, early in October. Méajority opinion in 
the AFL favours compliance ; that in the CIO defiance. In the 
AFL it is very clear that the calculated bias of the Taft-Hartley 
Act toward craft unionism has provided a bait almost too tempting 
to be resisted in the divided state of American labour. Mr Tobin 
of the Teamsters Union has already filed his affidavit, and is 
expected to lead the opposition to Mr Lewis. It is suggested 
that the convention, if it is not able to budge Mr Lewis, might 
circumvent him by declaring that the office of Vice-President, 
which he holds, does not make him an officer of the AFL. The 
unity of resentment created among the unions when the Act was 
passed has proved short-lived; Mr Taft and Mr Hartley may 
yet succeed in their strategy of divide and conquer. Mr Lewis 
alone in the AFL has shown a shrewd perception that something 
bigger than jurisdictional gains is at stake. 


* * * 


Taft’s Trial Run 


Mr Taft’s premise of a livelier Western tour than that of 
Governor Dewey is being generously kept. The Senator has 
rushed in where political angels—let alone Mr Dewey—might 
fear to tread; and the CIO escort which has picketed him in 
town after town has suffered no lack of material for picket signs 
reading “We eat less, Mr Taft.. Do you?” “What about 
Republican high prices? ” and “ Taft Helped Kill OPA.” Senator 
Taft’s trial run is designed to test sentiment for his possible 
Presidential candidacy, but the speeches he has been making 
provide an even more interesting index to the policies a Republi- 
can Congress may pursue when it reconvenes. 

Travel is said to broaden the mind, and Mr Taft, while vigor- 
ously defending the Labour Act which bears his name, has found 
it politically comfortable to advocate a Jittle leniency in its appli- 
cation. One version of the closed shop, the union hiring hall, 
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might, he conceded, not come under the ban, after an j : 
with the head of the American Federation of Labour’s 
Union. More important is his diagnosis of high prices ang his 
prescription for the ailment. The responsibility for present dis. 
contents he Jays at the door of the Truman-Roosevelt wages and 
price policy ; Mr Truman, it appears, took Congress too ser; 
when he abolished price control and liquidated the Wyatt housing 
programme. A more gradual liquidation of controls would haye 
been preferable, according to the Senator, and this should }aye 
been accompanied by more stringent control of exports, outs in 
government spending, and accepiance of the tax cut. This tax.cur, 
which the President denounced as inflationary, would, by the 
Senator’s ingenious reasoning, have cushioned costs, and tended 
to prevent further wage increases. 

The Senator accepts as permanent wage and price levels 
per cent above 1939, and believes that increases in p ty 
and supply and decreases in abnormal consumption will br 
prices back to that level. To stabilise the new level, he advocated 
—and this may well become the Republican programme—furthe 
reduction in government spending ; the restriction of 
ticularly those in short supply; “voluntary” rationing in th 
United States of short commodities like meat ; continued attack 
on excessive profits through the anti-monopoly machinezy; and 
the discouragement of further wage increases. It is clear that 
the Marshall plan may suffer severe cuts both in money and in 
goods under the first two items of Senator Taft's new economic 
policy. Beyond these present negatives, however, Senator Taft 
holds out a vision of a “ programme of progress”: Republican 
support for health, education, and other welfare measures—one 
there is a Republican President in the White House, more sym- 
pathetic to Republican liberalism than Mr Truman has proved. 
This search for an alibi for Congress’s sins of omission suggests 
an uneasy awareness that in the West tax cuts and restrictive 
labour laws do not add up to as impressive a Congressiond 
record as they did in Washington, DC. 


a * * 


A Lippmann Doctrine 


Mr Walter Lippmann, the dean of American columnists, and 
the most creative thinker on foreign policy outside the Star 
Department, has long been critical of the Truman Doctrine a 
likely to dissipate American resources without substantial results 
He is now publishing a lengthy dissection of the assumptions on 
which the State Department is acting, as they were elaborated in 
an article in Foreign Affairs under the signature “X” and 
generally attributed to Mr George Kennan, the chief planner and 
Russian expert of the Department. 

Mr Lippmann argues that a number of “ X’s” fundamentl 
assumptions are invalid or strain the limits of credulity. These 
are that the Russian system carries within it the “ seeds of its own 
decay ” ; that a policy of containment and counterforce at points 
chosen by the Russians can speed either the mellowing or the 
collapse of the system; and that the United States system has 
sufficient reserves, resolve, flexibility and constancy to wi 
Soviet pressures over a period of years. Mr Lippmann is als 
pessimistic about the motley crew of allies through which America 
policy must work as it pursues the Truman Doctrine. The *X” 
programme, he concludes, is a plan of “holding the line and 
hoping for the best,” which can succeed only if each of a number 
of optimistic assumptions holds good. 568 

It is all too true that the American system, which only comes 
to the boiling-point of action in a crisis, is not designed fora 
patient, expensive policy of containment, which requires notonly 
money and men, but continuous national attention and under 
standing. It acts slowly at the best of times ; the cry of “Wol, 
Wolf” is perpetually necessary to shock a sluggish Congress inte 
action. 


It is to Mr Lippmann’s credit that he has not been content © 
findyfault.. He has proposed in place of the Truman Doctrine # 
Lippmann Doctrine: that the Russian problem can best be solved 
by. the speedy evacuation of Europe by. the Red Army, throu 
the early signing of the peace treaties and the withdra 
British and American occupation forces. Were this accomplish 
he is persuaded that Russian influence in Europe would wit 
European countries would no longer feel themselves pawns in’ 
cold war; and the Soviet would be restrained from violation @ 
the treaties by the knowledge that a single aggressive step would 
precipitate a general war. AG 19 2a 
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The critics are bound to ask, but would it ?_ How much easier 
it is for Russia to seep back into Europe than for America ! 
Assuming that the United States, withdraws from Europe, would 


there be sufficient interest in five years’ time to declare war because 


the Russians were once more in Bulgaria ? Would this not set 
the scene for another and larger Munich, with all Europe in the 
role of Czechoslovakia ? And if the United States withdraws, 
who would control German resurgence, the French, Belgians, 
Dutch and Scandinavians are certain to ask. 

If “X” is optimistic about the burdens America can be asked 
to carry in world affairs, Mr Lippmann is too defeatist. The 
exposition is not yet complete, but it is not too early to point out 
that although Mr Lippmann is no isolationist, a justification of 
withdrawal, however “ realistic” in motive, is dangerous doctrine 
at a time when the Administration is struggling to educate public 
opinion to America’s stake in the world. 


x * x 


Fiorello La Guardia 


It is unlikely that Mr La Guardia had any future in politics. 
Maverick that he was, he belonged to the Roosevelt era. He 
was out of place in these Truman-Marshall-Vandenberg-Taft 
times. Yet the regret that his death has caused is not only a 
tribute to the honest, if somewhat volcanic, government he gave 
New York during twelve memorable years. One more vivid 
character has gone from the stage, a character who had the power 
to dramatise public issues and*who, by arousing strong loyalties 
and fierce antagonisms, imparted a constant exhilaration to 
politics. 

In the space of three years the United States has lost four men 
who were masters of the art of making the democratic process 
interesting, exciting and very personal to millions of their fellows. 
The other three were Alfred E. Smith, Wendell Willkie and 
Franklin Roosevelt. La Guardia was not of their standard, but 
he was of their kind. His death accentuates America’s present 
poverty of dynamic politicians. It is said that the Democratic 
Party managers are searching the hedges and high roads for a 
vice-Presidential nominee who will bring “glamour and 





523 
magnetism ” to the ticket in 1948 But it is precisely these quali- 
ties in politics which constitute the only real scarcities in 
_d&xmerica today, 


Shorter Notes 


Americans who have grown cynical and confused about their 
heritage will have an opportunity to refresh their patriotism and 
democratic ideals when the “Freedom Train” comes: to town. 
This seven-car train, sponsored by the Department of Justice, is a 
travelling museum containing the original Bill of Rights, George 
Washington’s copy of rhe Constitution and other precious historic 
documents. But even such national treasures are no guarantee 
against controversy: Republicans charge the “ Freedom Train” 
as a Democratic campaign stunt ; the Communists that it is backed 
by reaction ; the negro poet Langston Hughes asks pertinently; 

When it stops in Mississippi will it be made plain 
Everybody’s got a right to board the “ Freedom Train” ? 
* 


Mr Herbert Hoover, who has enjoyed a revival of prestige and 


authority at the hands of the Administration, recently gave friendly . 


Democrats a rude shock by publishing a magazine article 
reiterating the isolationist charge that Japan was unnecessarily 
provoked into Pearl Harbour and that the United States might 
well have stayed out of the conflict, bringing its unimpaired 
resources to the peace table to enforce a just settlement. Mr 
Hoover’s hindsight is as faulty as his foresight on this issue. 


* 


The widely welcomed decision of the Atomic Energy Commis- 
sion to release radio-active isotopes for scientific use abroad was 
not, it appears, unanimous. In the first split in the Commission 
on a major issue, Mr Lewis Strauss, the former New York banker, 
opposed the move on security grounds. The majority view was 
that “ the risks were minimal and the advantages very large.” Any 
public disagreement between members of the Commission on.the 
security aspects of atomic energy may well be echoed later in the 
Joint Congressional Committee on Atomic Energy. 
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Summary of the General Report of the~ 


Committee of European 


Chapter I—Historical Introduction 


To chapter gives a general historical background to the work 
of the Committee and 
(i) describes the wealth and productivity of Western Europe 
before the war and the dependence of this wealth upon 
a high degree of international trade and of internal 
division of labour ; 

(ii) describes the shattering of this delicate mechanism by 
the war and by post-war shortages ; 

(iii) gives an account of the remarkable degree of recovery 
achieved immediately after the war thanks to self help, 
American aid and the work of Unrra ; 

(iv) explains the reasons for the setback in recovery after 
the hard winter and drought of 1947 which has taken the 
form of an exhaustion of gold and dollar reserves at a 
time of great dependence upon the American continent ; 

(v) and outlines the various steps taken by Mr Marshall and 
others to bring about the Paris Conference, 


Chapter Il—The European Recovery Programme 


The recovery programme is based upon four points: 

(i) a strong productive effort by each of the participating 
countries ; z 
(ii) the creation of internal financial stability ; 

(iii) the maximum co-operation between the participating 
countries ; 

(iv) a solution of the problem of the participating countries’ 
trading deficit with the American continent, particularly 
by exports. 

The scale of the productive effort required represents an ex- 
pansion of output similar in general scale to that achieved by 
the United States in the mobilisatien years 1940-44, when coal 
output was increased by 34 per cent, steel output by 31 per cent, 
electric power by 61 per cent. The corresponding figures for 
Europe are 33 per cent, 60 per cent and 44 per cent, Europe’s 
resources are insufficient to supply all the materials of recovery. 
At the same time neither Eastern Europe nor South-East Asia 
can produce their prewar share of Europe’s imports. This fact 
enhances Europe’s dependence upon supplies from the American 
continent and hence upon dollars. Without a solution of the 
dollar problem, there can be no effective recovery. 


Chapter I1I—The Production Effort 


The Committee concentrated its work on the key factors—food, 
agriculture, fuel and power, steel, timber, transport, and related 
imdustries such as agricultural and mining machinery and the 
general problem of labour. These factors are all inter-dependent, 
and shortages in one hamper recovery in the others. 

By 1951, the population of Western Europe will exceed the pre- 
war figure by 11 per cent. Goods and services must be provided 
io meet this increase. 

National programmes aim at attaining the following objectives: 

(i) restoration of prewar bread grain and other cereal pro- 
duction, with larg: increases above prewar in sugar 
and potatoes, some increases in oils and fats, and as fast 
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(iv) development of oil refining capacity in terms of crude 
oil throughout by 17 million tons to two and a half times 
the prewar level ; 


(v) increase of crude steel production by 80 per cent above 
the present level to §5 million tons, or 10 million tons 
(20 per cent) above 1938 ; 
(vi) expansion of inland transport facilities to carry a 25 per 
cent greater load in 1951 than in 1938 ; 


(vii) restoration of prewar merchan; fleets of the participating 

countries by 1951 ; 

: (viii) supply from European production of most of the capital 
equipment needed for these expansions. 


Food production is the first essential. By 1951 cereal production 
can be restored to prewar levels—but livestock will require more 
than four years—and meat production will only be 90 per cent 
of prewar. The supply of fish is already at the prewar level and 
can be raised. The following table summarises food 
According to these figures, France and Italy must have restored 
their cereal production by 1951. 


Propvuction oF Basic Foops 
(Million Metric Tons) 


Year* 1934-8 1946-7 1947-8 1950-1 
All cereals....... 64-5 55-6 48-9 65:8 
Bread grains..... 34-0 28 - 21-4 34-0 
Potatoes ........ 57-7 50-7 61-6 68-2 
I aii s cess 5 3:4 3-3 3-4 3-9 
RAP eaten 9-0 5:9 6-0 8-1 
ee 2... Sc, 72-5 55-7 57-0 73°4 
Oil and fats...... 2:8 2-0 2-2 2:9 


* Years run from July 1 to June 30. 


The export surpluses of the participating countries will form 
an automatic and increasing type of mutual aid. The estimated 
increases im export surpluses are: 


(In Tons) 
1946-7 1950-1 
casa tae eT Tee Pee 87,000 154,000 
BSGRs vc tk pace PEIN EWER SO.» 0 52,000 223,000 
MAGE ahs ins sis catevns pe a 398,000 630,000 
ESS ee 550,000 1,991,000 


Soil fertility must be restored and fertilisers are essential. Theit 
production is already above the prewar level and present 
tion will be doubled by 1951. ith adequate supplies of phos- 
phates and potash, this amount will cover the requirements. 

Special long term projects such as the production of ground 
nuts in Africa will help to increase fat supplies. ot 

Fuel and power must be increased. The United States today 
consumes 4} times as much per head as Western Europe. 
before the war the ratio was 2$:1. Before the war, four-fifths 
of the power was drawn from coal. The substitution of p 
products and hydro-electric power is planned. 


Coal production is summazised in the following table: 


Propuction oF Coat anp LIGNITE ‘ 
(Million tons) (Ton for Ton) 


an expansion in livestock products as supplies of feeding- a 


oo ae ee 

(ii) increase coal Output to anillion tons—i.e., 

145 million tons above the ait Sea increase of 

_. one-third) and 30 million tons above the 1938 level ; 

(iii) expansion of electricity output by nearly 70,000 million 
kwh.,or 40 per cent above 1947, and a growth of generat- 
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The increase in British production will be achieved by increas- 
ing manpower, modernising machinery, and introducing capital 
developments, among them 20 new sinkings. 

The supplies of mining machinery amounting to over $1 billion 
will be almost entirely produced in the United Kingdom. 

Britain hopes to begin exports in April, 1948, with a figure of 

tons for 1948 rising to 29 million in 1951. 

The output in Western Germany in 1951 will still be less than 
in 1938 owing to the scale of destruction. 

Mining supplies were examined and it is hoped that Sweden 
will raise its export of pitprops to 300,000 solid cubic metres a 
year (50 per cent above prewar). 


Consumption of electricity in 1948 may be 80 per cent above 
1938. The annual increase in generating capacity must be four 
times that of 1937/8. 

A special working party is examining a completely international 
and co-operative power plan which includes 6 hydro-electric plants 
in Italy, France and on the Austro-Italo-Swiss frontier together 
with 2 lignite thermal plants in Germany and one geo-thermal 
plant in Italy. 


To meet the disturbance in normal supplies of coking coal 
from the Ruhr and Britain, the Committee has evolved an 
emergency scheme of coke economy to cover the deficit originally 
estimated at 20 per cent in 1948. If this plan is successful, the 
following steel figures should be reached: 


PRODUCTION OF CRUDE STEEL 
(Million tons) 


| 


Best 
prewar 1947 1948 1951 
Year 











































United Kingdom ............ 10-6 +2 12-7 14-0 15-0 
SUNN. 2... 2s ss buatewedteus 6-2 “7 5-8 10-4 12-7 
Belgium & Luxemburg ....... 3:8 0 4-6 7-3 1-9 
MUMsss+>>.--vecvacshakiehe 2-3 -3 1-6 2-5 3-0 
Other participating countries .. 1-8 “8 2-0 2-3 41 
Bi-Zone of Germany ......... 17-8 8 2-8 4-1 |) 10-0 
Saar and French Zone ........ 3-0 “0 0-8 1-7 “7 
5:5 “7 8-3 2°3 





(b) This figure does not prejudice any decision which may be taken later by the Council 
of Foreign Ministers. 


Modernisation and re-equipment of the steel industry will be 
more important than new plant. Only 20 per cent of the 1951 
output will come from new capacity. To secure the best results 
from their modernisation and development schemes for the steel 
industry the nations have agreed to an exchange of information. 


Steel increases will make possible extensions in engineering. 
Western Europe can provide over 90 per cent of its need for 
mining equipment (estimated at $3,700 million) and also for 
generating plant ($5,300 million). It will produce two-thirds of 
the equipment for the petroleum industry. Apart from such 
items as continuous wide strip mills, it will provide most 
of the equipment for the steel industries. It can cover its long- 
term needs in agriculture. Enough locomotives can be produced 
to provide small exports, but freight cars will remain short. 

ies are being examined in the form of an international 
freight car pool and it is proposed to standardise the design, The 
war loss of 22 million gross tons of shipping will be largely made 
good in the European shipyards. 


Participating countries are to raise the production of timber 


by.10 per cent and the present high rate of cutting will be 
Maintained in Western Germany. 


Every nation has a labour shortage except Italy with a surplus 
of 2,000,000. Recruitment may later be possible in Western 
Germany. The Italian surplus, suitably trained, could meet all 
the participating nations’ needs. 


Chapter [V—Internal Financial and 
Monetary Stability 
_ Fhe report analyses the forces making for inflation in Western 
Europe of which the chief two are inadequate food production 
and budgetary deficits. Lack of faith in the currency encourages 
the-gap between expenditure 
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External aid alone will permit ‘sufficient distribution of con-' 
sumer goods to break the spiral. ‘Thus the provision of dollars will 
not only finance the trading deficit, it is the essential first step in 
internal stabilisation. By 1951, it is the aim that national.expendi- 
ture and national income shall balance. 


Various governments, in particular France and Italy, have 
undertaken to take the necessary measures to their 
budgets and to balance expenditure against revenue. All the 
governments are pledged to achieve internal stability. But the 
painful process of checking inflation would be greatly assisted 
by the injection of external resources to raise each country’s 
reserves of gold and dollars. A general estimate of the sum 
needed is in the neighbourhood of $3,000 million. 


Chapter V—Economic Co-operation 


The Report analyses the norma] measures of self-help tradition- 
ally practised in Western Europe by means of trade. 
The Governments pledge themselves: 
(i) to abolish as soon as possible the abnormal restrictions 
at present hampering their mutual trade ; 
(ii) to aim at a sound and balanced multilateral trading 
system. 


Both steps depend largely on Europe’s ability to sell to the 
American continent. 


The nations will pursue the multilateral reduction of tariffs and 
a Customs Union, to “be achieved by progressive stages over a 
period of years,” is under consideration. A study group has 
been established for this purpose. 

The French Government has declared its readiness to negotiate 
customs unions with nations “capable of being combined with 
the French economy in such a way as to make a stable unit.” 
The Italian Government has associated itself with this declaration. 
Greece and Turkey have also undertaken to consider a regional 
customs union between their two “friendly and neighbouring 
countries.” 


The principal achievements of mutual co-operation are: 
(i) Co-operative plans to expand electric power without regard 
to national frontiers. 
(ii) Standardisation of types of equipment such as mining 
machinery and freight cars. 
(iii) An international freight car pool. 
(iv) Exchange of information on national steel programmes. 


Where suitable international machinery for economic co- 
operation exists, the participating nations intend to use it. The 
technical committees have suggested the submission of some 
production problems to the Economic Commission for Europe. 


The Committee may be reconvened after consultation. The 
Chairman, the Rapporteur General and various delegates will 
hold themselves in readiness to provide the United States Govern- 
ment with information on the Report. 


Chapter VI—The Import Requirements 


In estimating the scale of imports necessary to implement the 
Plan, the Technical Committees have attempted to estimate 
the supplies available and have valued them at the prices ruling 
on July 1, 1947. The following table gives the general result. 


£000 Mittion at Jury 1, 1947, Prices 





The volume of imports is much the same as in a normal prewar 
year, but whereas 40 per cent normally came from the 
continent, the complete di ion of non-American sources of 
supply, particularly in Eastern Europe and South East Asia, 
has now raised the proportion to two-thirds. 


The report assumes (i) “a substantial and steady. resumption 
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of East European food and timber supplies.” The flow. of 
cereals will be at the prewar level in 1951 and timber will be 
75 per cent of prewar ; (ii) a steady recovery in Asiatic supplies, 


IMPORT PROGRAMME FROM THE AMERICAN CONTINENT 
($000 Million at Prices of July 1, 1947) 


i 


} 1948 | 1951 | Total 1948-1951 
| Rest of | | Rest of | Rest of | 
) USA, America, U.S.A. | America| U.S.A. America| Total 
ee ete geste apne ao Tots —— Bone) ER eae 9 oa } - a — { a 
Food and Fertilizers. .... j 25 Bf 2b ee | 54 foes | LT 
CA ons citetans Mik keer’ °3 hans j -05 ose ind “7 canal ‘7 
Petroleum Products® ..., | -§ } a 55 —< tT oe 2:2 
Iron and Steel owen } “4 | oe 3 | poe } 1-2 ' 1 : 1-3 
i muber . 1 *2 “1 *] “4 6 } 1-0 
Equipment covered by 
lechnical Committees ..| 1-1 ' ask “6 _"s | 3:3 “1 3-4 
Other Imports.......... 2 2E 4 BSP es 1-6 72 | 5-7 | 12-9 
Total tapas SS 6-0 | 3-2 | 43 3-9 | 20-4 | 14-8 | 35-2 
Shipping Services ....... oe hcet soe 3}. ; 4 ; 1-7 | } LT 


‘ 
| 


* Amounts required from dollar sources. 


Many of these imports, notably of ships, coal, nitrogen and 
certain capital goods are essentially temporary. For example, 
the coal estimates 

(Million tons) 


1948 1951 
Fenen UGA sis on icbohk ces eas 42 7 
Peon. Pn es 6 nnd vi das ad hs 16 30 


* Includes small quantities from other countries. Polish figure supplied 
to the European Coal Organisation. 


There will be a similar decline in imports of capital equip- 
ment 


ImMpoRTS OF EQUIPMENT FROM THE AMERICAN CONTINENT* 
(Millions of U.S. Dollars at Prices of July 1, 1947) 


abey o> 
| 1948 | 2989 | 1950} B95R | yaa 


j j 1 


A. Equipment to create new capacity or 





restor yr replace damaged capacity | 
Goods covered by Technical Com i | } 
mrtlees } ; 
Piectrical equipment ............ } » 1560. -4-> 196 125 50 | 500 
Petroleum equipment ... ‘7 3 a 52 49 |; 202 
Steel plants .......s.s00.: es 100 100 )6|)6=«6©100)«|~—(100 400 
Se eo Tow dn Le. 
EE: cece seeders esse ses | 300 326 } 277 199 1,102 
| 
Goods not covered by Technical } | 
Comatittecs 6 Ge cueeceeeecsese 287 | 287 287 287 | 1,148 
i 
RB. Other equipment j 
Goods covered by Technical Com- | i 
eae | | | | 
‘Other than agricultural and mining | i i 
roachinery) | 
Petroleum equipment “........... | 18 4 6 | 64 75 } 353 
lniand Transport equipment... .... + 203 77. | 81 | 29. | 490 
Timber equipment ....... eae oh: } 10 9 | 7 4 6 4 32 
Weta Sia shins ape baper | m8. | 895 | ne | 596 | 3,125 
Agricultural machinery... 2.2 310 | 313 268 | «6937 «| 2188 
Mining machimery .....i.s....9. i eo 54 46 40 j 220 
| 
(i) Goods not covered by Technical | 
Comme. 6 is. 25555 shiv ness Pad fe ieee io na. | ma 
Torat EQuirmENnt ............ | 1,368 | 1,262 | 1030 | 873 | 4,533 


} 


* This table appears in Chapter VII, but for the sake ‘of logic is ‘included at this point. 

There will be a permanent increase in imports of petroleum. 
The rise (from 49 million tons in 1947 te 78 million tons in 1951) 
assumes no petrol rationing. Consumption in j951 per head of 
population will be 15 per cent of consumption in the United 
States. 


“ Other imports ” are mainly raw materials normally needed in 
Europe’s economy, such as cotton and non-ferrous metals. 


Food imports are based on estimated availability rather than 
need. 


IMPORT REQUIREMENTS OF FoopD AND FEEDING STUFFS 


1934-8 | 1946-7 147-8 | 1950-1 
Tedd. MBS cocks can’ Xs Seno | 14-0 15-3 23-7 17-9 
Coarse grains. one. sey eee ns 4 | 4-7 8:6 | 11-7 
Sig i35 We Ae Bee hoe ey 1-7 LP oho oes 
Montes wisi J, . eas s ren S¥S- othe i 17 1-6 22..j 2-5 
Fats {oil equivalent).... ....... i 2-6 1-1 1-7 j 2-3 
Gileake* 2... ce. ieee io 56 1-9 BS) | 84 


' 


* Including the oilcake Coatents of Imported’ eilaceds 
This pr ume should give the following consumption per 


So 


head of 
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(Kg. per Head per Year) 


“Tadees gaohoes S 32a ae 
| 148 InT-§ | eee & 

a a eee a a ee sean SEMEN ni 

Bread grains.» <. +02 %k«éenerss 192-0 159-0 179- 

Peteteeh 5 rics sees e este ease 236-0 228°0 245-0 

Seige atis Gill. & «sate. aa. 27-4 20-0 2-2 5 

BAO: « <00-v0-34 «es ngete + yd *d0A 42-9 30-0 31-8 

Fats (oil equivalent) ............ 241 17-0 22:6 

wt inhsindatheae £5535 ik SRE id E i 





Definite estimates of the provenance and distribution of ithe 
cereals is difficult to make. The belief is that 20 of the annij} 
figure of about 25 million will come from the American conti 
with 8,000,000 to 9,000,000 tons from the United States, 


Chapter VII.—The Problem of Payments 


The account of the problem of payments “is built pri 
from the experts’ view of the prospective commodity supply to 
the participating countries as a whole, rather than from inde. 
pendent and unco-ordinated financial estimates from the indiyj- 
dual countries.” The analysis deals with trade with the American 
continent rather than with the United States, since dollars are 
generally necessary. 


BALANCE OF PAYMENTS OF PARTICIPATING COUNTRIES AND 
WESTERN GERMANY IN 1948 


($'000 Million) 





i. Other 
merican Non - participati 
Continent Countaiage 

RUPGRON 5 iis p drewg cubed p ns padkean Ve etrucnewes | —" 917 — 470 
Ce hin ne ee RU mae UR ones AK + 2-16 + 430 
Net Surplus (+) or Deficit (—) on invisible account | — 0-57 + OB 
Dependent Territories, net surplus (+) or deficit (—) | — 0:45 — 0-22 

— 8-03 - OM 


The adverse balance with the American continent is fot 
abnormal. In 1938 it was $1,750 million dollars. What is abnor- 
mal is the loss of other assets, Overseas investments, colonial sales 
to America and dollar earning trade with the rest of the world 
which used to provide the multilateral balance. 


Assuming favourable external conditions and a steady fall in 
the price of imports from America, the following deficits are 
expected : 











] j 7 - { 
| 1948 1g | 1950 1951 | Total 
| i 
Ps ort ee rs | 5-64 4-27 | 3-28 2-62 15-81 
Rest of American Continent... | 1:94 | 1-82 | 1-30 0-91 5-97 
| 7-58 | 60g | 4-58 | 353 at 
Deficit of Dependent Territories | 0-46 |. 0-26 | 0-07 —0-13 0-66 
Peer inctipiprah—ntpeeenmneinine 
We ke | 8-04 | 6-35 4-65 3-40 22-44 
Less Possible Capital from the | | } 
World Bank.....5....:.... | 0-92 | O89 | 0-725 | 0-60 3B 
Wee i. 91. RS ENTE | "12 5-46 | 395 | 2-80 | 19-31 
{ ; 





The decline in dollar requirements is due to four factors: 
(i) a fall in the need of American imports of certain types. 
(ii) increased production in Europe. 
(iii) more supplies available in the rest of the world. 
(iv) an export drive to the United States: The p 
export te to the American continent is planned on the follow- 
ing scale: 


(000 Million) 


Rest of 
American 
US.A. Continent 
Sa tid sca cewek rarecin uk os ee 0-85 1-31 
IS Sea sls 1-ll 1-72 
BU cake Peete Ceo ee nk Or 1-23 2°14 
8 BRERA epee EN eV EES. d 1-48 2°46 


By 1951, western Europe hopes to have a favourable balance 
with other non-participating countries of $1,800 million.“ — 
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Europe or permitting other countries to earn dollars in America 
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The Trade Charter 


A Summary 


HE Charter of the proposed International Trade Organisation 
has now been published (Cmd. 7212) in the form in which 
it emerged from the four-month debate in the second session 
of the Preparatory Committee of the United Nations Conference 
on Trade and Employment meeting in Geneva. In its latest version 
the Charter cannot yet be regarded as the final product of the 
drawn-out discussions to which it will have been subjected. There 
are no less than 65 individual reservations and expressions of 
dissent appended to the latest text (eleven came from Chile and 
two from the United Kingdom) and they promise some continua- 
tion of the debate and even of the process of amendment when 
the Charter is submitted to the full meeting of the United Nations 
Conference on Trade and Employment which is to be convened 
in Havana, Cuba, in November. It should, however, be reasonable 
to assume that further amendments will be of relatively minor 
importance, It was in Geneva that the real debate on this docu- 
ment took place, as may be gauged from the extent and _ variety 
of the differences between the Geneva version and its predecessor, 
the Lake Success version of the Charter. 

The main structure of the document remains unchanged. It 
contains nine chapters, of which the last three may conveniently 
be ignored at the moment since they deal solely with the organi- 
sation, administration and other technical matters referring to the 
mechanism of the proposed International Trade Organisation. Of 
the first six chapters some also call for fairly summary treatment. 

The first is merely a statement of the purpose and objective of 
the proposed ITO. The second deals with employment and 
economic activity, and in relation to its length—a mere five short 
articles—caused more concentrated debate than any other section. 
What this chapter says may be summarised as an assertion that 
all members will do their best to achieve and maintain full and 
productive employment and that, since they accept international 
responsibilities for such policies, they will forswear measures that 
will help them in this objective merely by exporting their un- 
employment to others. 

The third chapter on economic development has been con- 
siderably expanded and, as it now stands, provides what amounts 
to a virtual blanket exemption from the provisions of the Charter 
to countries whose resources are as yet relatively underdeveloped 
and which desire to diversify their economies by setting up 
secondary industries behind the protection of high tariff walls. 
There is, however, an article in this chapter which has consider- 
able topical importance and interest in view of the Marshall Plan 
discussions. It is Article 15, which states that special circum- 
stances may justify the setting up of new preferential arrangements 
between two or more countries, even when those countries are 
not contemplating a customs union, if the arrangements are part 
of programmes of economic development or reconstruction. This 
would appear to give ITO blessing 10 the development of prefer- 
ential arrangements in Europe even if these do not ostensibly 
anticipate a customs union. 

The fourth chapter, that dealing with commercial policy, is the 
crucial section of the Charter and further reference will be made 
to it subsequently. 

Chapter five deals with restrictive business practices and has 
suffered little amendment in its iatest phase of evolution. It still 
avoids the frontal attack on cartels and monopolies which earlier 
versions of the Charter envisaged, but rather sets up the ITO as 
a recipient of complaints against the abuse of restrictive practices 
and as the ultimate creator of a body of case law to be applied 
against offenders. : 

Finally, there is chapter six on inter-governmental commodity 
agreements which defines the conditions under which inter- 
governmental action to stabilise prices, control production and 
influence consumption of primary commodities would be justified. 

provisions and others setting out the manner in which 
such commodity agreements should be operated and the objectives 
they should serve will no doubt acquire considerable importance 
in due course, But the problems of glut with which they are 
Primarily concerned are not those that face the world in the 
immediate future and without in any way their im- 


portance or denying the inherent necessity for including commodity 
agreements in the Charter of the proposed ITO, one may be 
excused at present for turning aside from this chapter and return- 
ing to the articles dealing with commercial policy. 


_It is this section of the Charter which has undergone the most 
significant amendment in the course of the Geneva debate. It 
emerges from that ordeal in a form far more realistic and appro- 
priate to the peculiar circumstances of the times than could be 
claimed for any of the prior versions of this chapter. At the risk 
of sinning against that meticulous accuracy which can apparently 
only be gained within the phraseology of legal jargon, it may be 
helpful to give a free and very abbreviated translation of the more 
important articles of this chapter, which is divided into six sections 
and 28 articles, The first of these, Article 16, redefines our old 
friend, the most-favoured-nation treatment clause, and significantly 
asserts that this treatment is to be accorded to: other members of 
ITO only, This opens the door to escape from the unconditional 
over-all application of the MFN clause, which in the past. has 
done nearly as much harm as good, partly by visiting on the 
undeserving the benefits of other countries’ virtues (and therefore 
making vice pay), partly by condemning many attempts by small 
groups of nations to extend among themselves the principles of 
freer trade. 

_ On the relation betWeen the reduction of tariffs and the elimina- 
tion of preferences (Article 17), the mew text.is. more elastic. than 
the old, which demanded that every reduction in tariff rates should 
be atitomatically applied to reduce or eliminate margins of prefer- 
ence. Under the new text, it will be possible concurrently to 
negotiate reductions in tariff and in preferential rates provided that 
the margin between the two is not increased. 

It is around Articles 20 to 23 inclusive that. the main debate 
raged. These ére the articles dealing with the application of 
quantitative restrictions on imports and exports. Since in the 
years immediately ahead the trade of the world must inevitably 
be powerfully influenced by balance-of-payments difficulties, re- 
course to quantitative restrictions is inevitable and. the topicality 
of these articles is, therefore, self-evident. The Charter sets out 
as a general principle that quantitative restrictions on imports or 
exports should be eliminated, whether these restrictions be im- 
posed through quotas, licensing or other measures. Apart from 
some specific exceptions to this rule, of which the most. important 
refer to restrictions on agricultural or fisheries products designed 
to help inter-governmental control schemes, the Charter then goes 
on to define a wider range of exceptions intended to safeguard 
members who are in balance-of-payments difficulties, These 
may restrict imports to forestall or stop a serious decline in their 
monetary reserves, or, in the case of a member with low monetary 
reserves, to achieve a reasonable rate of increase in its reserve. 
Article 21, in which this general authorisation of quantitative. re- 
strictions is made, states that it is recognised that in the early 
years of the ITO all members will be confronted in varying degrees 
with problems of economic adjustment resulting from the war 
and that during this period the ITO 

shall take full account of the difficulties of postwar adjustment and 

of the need which a member may have to use import restrictions 

as a step towards the restoration of equilibrium in its balance of 
payments on a sound and lasting basis. 

The Charter then proceeds (Article 22) to lay down that quanti- 
tative restrictions must be administered in’ a non-discriminatory 
manner: 

No prohibition or restriction shall be applied by any member on 
the importation of any product of any other member country or on 
the exportation of any product destined for any other member country 
unless the importation of the like product to all third countries or 
the exportation of the like product to all third countries is similarly 
prohibited or restricted. 

The danger of casting the distribution of international trade into 
a rigid and unalterable mould which is evoked by this clause, 
and the suggestion that because imports have to be cut from one 
country, owing to balance-of-payments difficulties, they must be 
cut from all others, are largely removed by the next section of 
the Charter (Article 23), which lays down the exceptions of the 
rule of non-discrimination. “These are so important and so rele- 
vant to present-day circumstances that they deserve rather fuller 
translation than has been given to preceding articles of the Charter, 
The Charter accepts the argument that when “substantial and 
widespread disequilibrium prevails in the international trade and 
payments” a member may be able to increase its imports from 
certain countries without unduly depleting its monetary reserves 
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if it is permitted to depart from the rule of non-discrimination. 

Accordingly, it provides that when such disequilibrium prevails 
a member applying import restrictions’ pader Article 21 my relax 
such restrieticns in a manner which departsrom the’ provisions ‘of 
Article 22 to the extent necessary to obtain additional imperts above 
the maximum total of imports which it could afford in the light of 
the requirements of Article 21 {allowing quantitative restrictions] if 
its restrictions were fully consistent with Article 22 (i.c., if those 
restrictions were administered in a non-discrimimatory manner]. 


Up to March 1, 1952, members are given what is virtually a 
free run in availing themselves of these exceptions to the rule of 
non-discrimination. The Charter asks members “to recognise the 
need for close limitation of such departures so as not to handicap 
achievement of multilateral international trade ” ; and it also makes 
some provision to preveat the development of bilateral and dis- 
criminatory trading arrangements to a point at which trade in 
terms of convertible currencizs would be seriously restricted. 
These, however, are mere exhortations to reasonable conduct. 
They are not precise instructions. Provided members keep the 
ITO informed about the actions they take in departing from the 
strict fine of non-discrimination, and provided “such-action does 
not cause unnecessary damage to the commercial or economic 
interests of any other member,” the deviators are granted virtually 
complete freedom of action. Not later than March 1, 1952, how- 
ever, any member who maintains or proposes to embark upon 
discriminatory quantitative restrictions on trade must seek the 
approval of the ITO. Thereafter the injtiative for such action 
and for judging whether prevailing circumstances justify it, will 
lie not with each member but with the organisation. 

Beyond these blanket exceptions from the rule of non-discrimi- 
nation up to March 1, 1952 (the transitional five-year period under 
the International Monetary Fund agreement), Article 23 of the 
Charter also provides three sets of specific exceptions. The first is 
that which allows discriminatory commercial arrangements be- 
tween groups of territories having a common quota in the IMF 
(this would allow arrangements of this kind between Great Britain 
and the colonies). The second relates to measures designed to 
assist until the end of 1951 a country whose economy has been 
disrupted by war. The third is the provision by which the Charter 
throws the door wide open to any discriminatory measures which 
members may apply if Article 7 of the IMF agreement (the scarce 
currency article) is invoked. After all these exceptions are allowed 
for, there is mot much that remains of the doctrine of non- 
discrimination, except as an objective which members of the 
Organisation will strive to reach by 1952 and which, even then, 
will be hedged by escape clauses to which appeal will be available 
to any member in genuine balance-of-payments difficulty. 

In all these issues involving consideration of the balances of 
payments and the monetary reserves of members, the ITO will 
act in close consultation with the IMF. Article 24 of the Charter 
sets out the general lines of this co-operation and lays down the 
general principle that the two international organisations shall 
pursue a co-ordinated policy with regard to exchange questions. 

The next five articles of the Charter (25 to 29 inclusive) deal 
with subsid-es, with special emphasis on export subsidies, which 
are defined as those which result in the sale of a product for export 
at a price lower than the corresponding price in the home market. 
In general, export subsidies are only permitted to continue for 
two years. Thereafter export subsidies will only be permitted 
with the sanction of rhe FTO. 
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After this comes the section of the Charter dealing with state 
trading... The relevant Articles 30 and 31 apply not merely to 
direct state wading activities, but to those of marketing boargs 
established by’member states. The general intent of these two 
articles can be stated briefly: it is that state trading’ enterprises 
shall be guided by commercial considerations in making their 
purchases and sales. Commercial considerations are to include 
“ prices, quality, availablity, marketability, transportation 
other conditions of purchase or sale a definition which shonid 
not be found tco restrictive. The Charter also endeavours to 
legislate regarding the margin between the price at which a state 
monopoly purchases goods and that at which it sells in the home 
market—a margin which is tantamount to the import duty the 
state would levy if the goods were brought in by private traders. 

The remainder of chapter four on Commercial Policy is devoted 
to “general commercial provisions,” including the regulation of 
such matters as freedom of. transit, anti-dumping duties, custom; 
valuations, marks of origin, information, statistics and trade 
terminology. : 

When the full Charter was presented to the plenary meeting of 
the preparatory committee st Geneva last month Mr Harold 
Wilson, Secretary for Overseas Trade, made a speech which por- 
trays the attitude of the British Government towards this docu- 
ment and to its applicability in the abnormal circumstances that 
prevail. The salient passages of this statement deserve quotation, 


The work of the past four months has proceeded against a back- 
ground of a darkening storm in international economic affairs: hence 
the criticism that our work here has been in vain and remote from 
the realities of the present situation. I want, for our part, ® 
repudiate that suggestion. But none of us would claim that our 
work here can ever yield its true value unless all nations recognise 
that the hopes we all hold of: establishing a new order in inter 
national trade are dependent for the fulfilment on the solution of 
the world problems which are now pressing upon us. . .. 

The Draft Charter [the committee] has. drawn up, shows what is 
necessary to achieve a multilateral trading system based on the 
freest possible flow of world trade: this, we believe, is in the long 
run as much in ovr own national interests as in those of the world 
as a whole... . 

It is of the utmost importance that we should not bring discredit 
on the fundamental principles of iscriminatory mululateral 
trading by attempting to move too far and too fast in this difficult 
period when many of the conditions essential for such a system have 
not yet been realised. . . . 

It is not for us here in Geneva to say how equilibrium can be 
restored . . . it is a problem of restoring our national production 
in each country, of building up again our war-shattered economies 
. « . in our own case we shall find it necessary and desirable to have 
even. closer economic co-operation with other countries of the 
Commonwealth. I feel that the Governments represented at the 
Preparatory Committee must face the position frankly, not only that 
our work itself will be in vain unless all the Governments and 
agencies concerned can solve this overriding problem, but also that 
the methods we may have to use in the intervening months and 
years may appear to be opposed to the princioles and methods of 
the Draft Charter. Many of us will certainly have to assist our 
position by agreements with particular countries... . . 

But in these methods désigned to meet short-term and urgent 
problems which are pressing upon us, the guiding principle must 
be that we do not establish permanently artificial channels of trade 
which will in the long run defeat the principles and methods we 
have been discussing here. To do so would reduce the total volume 
of world trade in goods and services and bring about a lower standard 
of living for the peoples of the world than we hope to achieve as 

-a result of full economic co-operation on a multilateral basis... 
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Photography’s | 
‘TIME : 
MICROSCOPE’ 


ThisKodak high-speed cing _ 
camera stretches split seconds — 
into minutes, enables events, 
over in a flash, to be easily 
observed. Locating faults in high-speed machinery . . . testing 
a drop-forging hammer . . . the action of a shuttle in a loom... 
it is for such purposes that the high-speed camera is being 
used in industry. Movies can be made at 3000 frames a second 
—with the film streaking through at 120 m.p.h.! By showing 
such movies at the normal 16 frames per sécond, time is 
‘magnified’ nearly 200 times and valuable data is often obtained. 


Gan thiscamera telg yorndustiad production ? 
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NEW MACHINES NEW TECHNIQUE 
We invite you to visit us at the ors aim at ee, 22 
Business Efficiency Exhibition demonstrate } a 
at Olympia between October lat whills 4 arvsienme - ig pennants 
opp Lith. exhibited will be immediately 
STAND Nos, 29,230,231 &32 = available for service. 
Nevertheless, be surprised to find to what 
eatent we are able to help now, in the solution of modern 
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THE BRITISH TABULATING MACHINE CO. LTD. 


Victoria House . Seashore. Row... London, W.C.1 
Telephone: HOLborn 7866 
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A woman buying an evening dress prefers not to 
choose the shade in daytime, because she knows 
that it may look different by artificial light. Colour 
depends on the nature of the light that falls upon 
the pigment or dye. The white light.of the sun 
is a mixture of many coloured lights, ranging from 
red to violet. | When it falls upon a poppy, a 
substance in the petals absorbs all except the red 
rays. ‘These are reflected to the eye, and give the 
impression of redness. Similarly, grass looks 
green because it reflects the green rays and absorbs 
the other colours. © Few coloured substances, 
however, reflect one sort of light to the complete 
exclusion of all the rest. Poppy-red reflects some 
blue, and grass-green some blue and yellow. Hence, 
grass seen by a pure green light would not have 
quite the same appearance as in daylight, since 
there would be no blue or yellow for it to reflect. 
Facts of this kind make it imperative for the 
British dyestuffs chemist to, know exactly what 
kinds of light each dye.reflects.. For sch informa- 
tion he relies on the spectrophotometer. Here the 
coloured light from the dyé is spread out by a 
prism or fine grating into its colour components, 
enabling the quantity of each component to be 
measured on a graduated scale. Such data are 
essential, for’ example, ‘when’ bleriding” dyestuffs 
for colout photography or.studying the behaviour 
of dyes in sunlight ‘and artificial i The 
British ‘chemical industry has © 

available at the service, of the — 
nation much. valuable. infor- 
mation on the colour character- 
istics of dyestuffs and ‘is 


constantly working to enlargeit. ~~~" 
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Research Services Ltd. specialises in market research, 
and has the knowledge, the experience and the 
organisation needed to carry out first-rate consumer 


surveys. It maintains a permanent and full-time field 


force of trained investigators and supervisors. 
Qualified staff is available at all stages of the work 
to ensure appreciation of the client’s problem; a 
skilled 
interviewing ; expert statistical analysis; and, finally, 


sound questionnaire; accurate sampling ; 


intelligent interpretation of the results. During the F 


past year, Research Services Ltd. has undertaken 
consumer surveys on a wide range of subjects; 
among its clients are: 


Cadbury Bros. Ltd. 


Social Survey Division, Central Office of Information — 


J. & P. Coats Ltd. 


J. S. Fry & Sons, Lid. 
Hulton Press Ltd. 


The Imperial Tobacco Co. 
(of Great Britain and Ireland), Ltd. 


Institute of Incorporated Practitioners in Advertising” 
Institution of British pen! Led. 
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Can the Empire Supply Lancashire ? 


HE dollar shortage and the consequent curtailment of 

imports from the United States has naturally caused Britain 
to seek alternative sources of raw materials and foodstuffs 
within the “ sterling group,” particularly the Empire. Cotton 
has always been an important dollar import although in recent 
years relatively larger quantities have been purchased from 
other countries. But cotton is not a homogeneous commodity ; 
it varies by type and staple length. Broadly, there are two 
main classifications: American type and Egyptian type, which 
ae differentiated by the fineness of the fibre. Egyptian-type 
cotton is generally used for making finer yarns (of counts above 
50s), particularly tyre and hosiery yarns. American-type cotton 
is used predominantly for coarser yarns. These cottons, how- 
ever, are by no means exclusively produced in the two countries 
from which they are named. American-type cotton 1s grown in 
Brazil, the Belgian Congo, and British East and West Africa. 
Similarly, Egyptian-type cotton is grown in the important neigh- 
bouring area of the Sudan. The differing lengths of the fibre— 
the staple—play an important part in cotton spinning, Gener- 
ally, American-type cotton is shorter than 14 in., while Egyptian- 
type is of longer staple; but there is considerable variation within 
each group. A long-staple cotton is usually considered to be 
1{ in. or longer and short-staple less than gin. The bulk of 
the American-type cotton used by Lancashire has a short- 
medium staple length of fi-Ivs. About 80 per cent of all 
American-grown cotton consumed in Britain is of this character 
and almost 85 per cent of all American-type cottons used. The 
problem of finding an alternative supply of cotton for Lanca- 
shite, from sources other than the United States, accordingly 
resolves itself into obtaining an additional 70,000 tons a year 
of short-medium staple, which was the quantity of this type of 
American-grown cotton consumed in the United Kingdom in 
1946. Consumption last year was, of course, sub-normal, be- 
cause the output of cotton yarn in Lancashire was no more than 
§4 per cent of the pre-war figure. Already last year some 
160,000 tons of similar American-type cotton obtained from 
countries other than the United States were used. 

The declining dependence of Lancashire on the United States 
can be seen from Table I, which shows the proportionate con- 
sumption of raw cotton in the spinning industry analysed accord- 
ing to countries of growth. In 1939, the United States supplied 
nearly one-half of all cotton used in the spinning industry ; by 
1946, this proportion had dropped to a mere one-quarter, com- 
pated with a reduction of no more than 43 per cent in total 
consumption. On the other hand, supplies of American-type 
cotton from Brazil, British East and West Africa and the Belgian 
Congo showed a relative increase. | Consumption of Indian 
cotton has also declined during the war years owing to shipping 
difficulties and to reduced supplies available for export. Egyp- 
Yan cotton maintained its relative share in total British consump- 
ton though supplies from the Sudan increased. 

changes in sources of supply of cotton have been largely 
conditioned by the exigencies of war, but the shortage of foreign 
change is now closing even some of those Sourcés which were 
open in war time. In 1946 Empire cotton, including Indian and 
Sudanese, comprised only 21 per cent of British consumption ; 
*Vén this figure requires careful interpretation for such Indian 
Cotton: as-is exported: is-coarse-and:-ofshort-staple;-while high- 


quality Sudan cotton is interchangeable with Egyptian. . British 
West Africa is at the moment the only Empire source of short- 
medium cotton, and if the dollar. cost. of. American-type 
cotton imports is to be reduced, growth of this type must. be 
developed in Empire countries and imported in substitution 
for dollar supplies. It is not surprising that, at present, Empire 
countries find themselves unable. to play, more than a minor pact 
in supplying Lancashire, for hitherto all colonial cotton schemes 
have expressly concentrated on longer-stapled varieties so as not 
to compete with American supplies. 

Any estimate of a potential increase in Empire cotton produc- 
tion should be reviewed in the light of world output, shown in 
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Table II. Output fell during the war years, for cotton acreage 
was reduced in order to obtain greater food production. The 
world cotton area in 1946-47 covered only 58 million acres 
compared with 95 million acres in the peak season of 1937-38. 
But production has not declined so precipitately as the area 
under cultivation, for yields have continued to increase and the 
proportion of longer-stapled cotton grown has risen. 

The Empire accounts for between 15 and 20 per cent of world 
cotton output but the greater part of this is represented by 
output in India and the Sudan. Indian cotton was formerly 
largely of short staple. In 1934 three-quarters of the crop was 
under { inch. But by 1945 the proportion of short-staple cotton 
was reduced to no more than one-third, The greater demand 
for food production during the war years caused a rather severe 
restriction of short-stapled cotton acreage. Indian long-stapled 
cottons are largely consumed domestically and the short-stapled 
varieties (which Lancashire requires only in limited quantities) 
exported. The Sudan’s output is of Egyptian type, grown on a 
communal basis on irrigated land under European supervision. 
The remaining Empire production’ accounts for a mere 1 per 
cent of the world total, and although much of it consists of 
American-type cotton, it is largely of too long staple for Lanca- 
shire. In British East Africa it is 14-14%; inch, while in the 
British West Indies only high quality Sea Island cotton is grown. 
Only Nigeria produces a cotton of quality and staple comparable 
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to the type mainly used in Lancashire but its output is still small. 

There is little possibility of expanding production either in 
India or the Sudan to meet the particular requirements of the 
British cotton industry. India’s cotton textile industry was greatly 
expanded during the war to cover service requirements, and 
if this expanded capacity is adequately utilised—which is likely 
enough while the war-shattered Japanese cotton industry is being 
revived—lIndia is likely to require large quantities of imported 
long-staple cotton from the Sudan and Uganda to supplement 
its increased home production of this variety. Output in the 
Sudan is restricted by the permitted off-take of water from the 
Nile and cultivation has already been developed to the limit. 
In any case there is little incentive for Sudanese growers to 
replant to an American short-medium-staple cotton, for at the 
moment Britain and India purchase all available quantities of 
Egyptian-type cotton. 

The main hope of an expansion in Empire cotton supplies lies 
accordingly in East and West Africa, where development can be 
carried out either by increasing the output of the existing cotton 
area, or by breaking in new lands. Informed observers believe 
that cotton output in these territories could be doubled—given 
improved husbandry, water conservation, better spacing of the 
cotton plants, proper weeding, closer picking of the bolls, and 
adequate use of fertilisers and insecticides. But the small scattered 
plots which make up a native farm would have to be consolidated 
before any real progress in improved farming methods could be 
made. And such a radical change would require adequate 
supervision, careful and sympathetic encouragement, and pos- 
sibly the introduction of communal farming schemes similar to 
those which have been so successful in the Sudan. The opening 
up of new areas introduces the problem of moving native popula- 
tons to them, for cotton, unlike groundnuts, cannot yet be grown 
under fully mechanised conditions; in particular it requires a 
large amount of labour for picking. Resettlement alone would 
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be very difficult to accomplish, even though many areas, par. 
ticularly in Tanganyika, are greatly overcrowded. In 

East African cotton is too long in staple for Lancashire and jts 
lack of uniformity, which is attributable to bad sorting and 
grading—causes endless trouble to British spinning mills, Bay 
African ginning mills are operated by Indians, Primarily for the 
Indian market, which apparently does not object to lack of 
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Source : International ¥ earbook of Agricultural Statestics. *Provisional. 
| 
uniformity in its raw cotton supplies. Replanting the East 
African cotton area to a shorter staple would present few tech- 
nical difficulties to the farmer, although it might mean that the 
gins would require some adaptation. But while India continues 
to be a fruitful market for East African cotton, there seems to 
be little likelihood of getting the farmers and the ginners t 
switch to Lancashire types and conform to Lancashire’s te- 
quirements of grading. In Nigeria many of these problems do 
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Trading Opportunities 
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Close contact, covering 45 years, with every 
phase of commerce, industry, agriculture and 
finance in the Near East, enables the Banque 
Zilkha, S.A.E. to provide valuable banking 
service to firms proceeding with plans for 
development and expansion in Near East 
markets, 
Familiarity with local business conditions and 
customs constitute a guarantee of efficient 
and prompt attention, 
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not arise ; the staple length of cotton grown is within the 
chort-medium range, and all the ginning is centralised under 
the control of the British Cotton Growing Association. But 
there is a long-established local weaving industry which, given 
the present shortage of imported textiles, absorbs much of 
the local raw cotton output, and diverts it from export 


channels. 

The problems to be solved in any scheme for developing 
Empire cotton production, clearly, are not simple, Yet they 
are not insuperable, although many delicate political issues would 
peed to be resolved. The decision to embark on such a policy 
must depend on the judgment whether the dollar shortage is to 
be regarded as a short or long-term phenomenon, If dollars 
are to remain perennially scarce, this factor, not calculations of 
relative economic cost, will be decisive. The problem would 
then be to increase the Current cotton production of East Africa 
(less Uganda) and West Africa from the present level of about 
18,000 tons to 88,000 tons—even on the hopelessly pessimistic 
assumption that Lancashire’s yarn output is permanently de- 
pressed to last year’s level and that none of the expansion which 
the home and export markets urgently require will be forth- 
coming. Even so, it is a tremendous task, and the initial costs 
of any such scheme would inevitably be high. 

The scheme would have to be conceived as a long-term plan 
covering the next 10 to 15 years, during which American-grown 
cotton would gradually be replaced by expanding Empire sup- 
plies. The maximum possible expansion in the total crop by 
the end of this period has been estimated at 90,000 tons, 
although this may prove to be too optimistic. In the ‘interim 
period, Lancashire would have to make do with inferior cotton 
and restricted supplies which would certainly prejudice its 
efforts in the world’s export markets. . 
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But what of the effects of such a scheme on American cotton 
prices? With a normal cotton crop in the United States of say, 


6,000 million Ib, the American textile industry, operating at a_ 


higher rate than at present, might consume about three-quarters, 
leaving one-quazter for the export market. Before the war, 


‘America exported 3,000 million Ib, or twice this quantity, And 


given the absence of the United Kingdom from the American 
market, and perhaps (though more doubtfully) Japan and Ger- 
many, the export price of American cotton would almost cer- 
tainly fall, perhaps to a level at which the increased output from 
Empire countries could not possibly. be produced, . The argu- 
ment turns—apart from doctrinal questions of :non-discrimina- 
tion—on whether, when dollars are scarce, dear sterling cotton 
may not still be “cheap.” The vital period, however, isthe 
next five years. If increased: sterling cotton supplies are to be 
developed within that time, schemes must be started at once. 
Since the war British purchases of American-grown cotton ‘have 
already been restricted, and current stocks of this type—on tne 
basis of last year’s consumption—are believed to be somewhat 
over 6 months’ supply. No doubr any Marshall aid will pre- 
suppose the maintenance of a certain level of British purchases 
of American cotton ; to that extent the problems of the interim 
period would be eased. Only if, in the considered judgment 
of the Government, the dollar problem is likely to be an abiding 
one for this generation can the development of Empire cotton 
growing to the point of sterling self-sufficiency be justified. This 
is not a question open to proof ; it is rather a balancing of hope 
against despair. If despair wins, then despite all the difficulties 
and costs, which will be numerous and burdensome, the large- 
scale expansion of Empire cotton growing may be justified by 
the sheer necessity of ensuring adequate raw materials for one 
of Britain’s biggest basic industries, 


Progress in Shipbuilding 


N this phase of “ paper” targets and production crises it 
is refreshing to be able to point to one, at least, of Britain’s 
major industries which has made fair headway against its 
supply difficulties. The target originally set for merchant ship- 
building output in 1947 was 1,250,000 tons gross, a level which, 
at the beginning of the year, the industry was confident it could 
attain, After the power crisis, when the Government began 
to revise its production targets, it estimated that about 800,000 
tons gross was the most that could be expected in the new 
circumstances. More than half the lower figure, however, and 
nearly half the higher, has already been achieved ; and there 
are some who hope that the supply position may improve, 
tather than deteriorate, during the remainder of the year. 
One reason for this relatively good performance is that ship- 
building is more fortunate than many other industries in its 
location ; the majority of the shipyards escaped the worst 
consequences of the fuel cuts, for Belfast and the Clyde were 
scarcely affected and the North-East. Coast came off compara- 
lively lightly. -The exceptionally bad weather, however, was 
@ great handicap, for a large amount of the work is necessarily 
done in the open air, The indirect effects of the fuel. crisis 
Were more serious, and were. felt long after. the. .weather 
improved, because work then began to be held up for lack of 
component parts, and supplies of such materials as steel and 
‘limber caused increasing anxiety. 
ey But in shipbuilding the Government’s system of priority. for 
‘steel created more alarm than it need have done—or would have 
done-had it been. more. fully explained when it was imposed. 
‘The Government pronouncement, while it: emphasised the 
termination to avoid a repetition of the power crisis. next 
winter and therefore restricted priorities in steel allocation to 


programmes directly concerned with the provision of fuel and 
power, had in fact few practical repercussions upon the ship- 
building industry. But as the official statement about steel 
allocations gave little or no sign of recognition of the importance 
of shipbuilding as a direct and indirect producer of foreign 
exchange, considerable perturbation was caused among ship- 
building employers and workers, as well as among shipowners 
and the shipping world generally. At one time the industry’s 
steel allocations were only about half its normal requirements, 
but it now appears that the allotted figure existed only as 
a planner’s calculation ; in practice the steel supply was usually 
better than. the paper figure suggested. In fact, it is 
reasonable to suppose that the planners found that changes in 
the planned “allocation” could not significantly alter at short 
notice the gearing of the steel industry—simply because 
of the fact that mills which had been. designed to produce the 
qualities of steel required for shipbuilding would go on doing 
so as long as their supplies of coal aad raw materials permitted. 
So long, therefore, as the output of the steel industry is main- 
tained, it seems that the proportion produced for shipbuilding 
purposes will not be greatly changed by altered “ allocations.” 
Meanwhile, the paper cuts have been partly restored, and the 
vigorous protests from the shipyards about the effects of steel 
shortage have almost ceased. : 

The threat to steel supplies nevertheless seemed very real in 
the spring. But it takes a long time to build a ship, and in steel 
shipbuilders do not live from hand to mouth. Economies had 
to. be practised and stocks carefully watched and distributed 
among the work in hand, frequently with the effect that. work 
proceeded. more slowly on individual ships—even though more 
ships, particularly at, the fitting-out stage, were being handled at 
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the same time. It is notable, for example, that the tonnage of 
ships completed in the month of June was more than twice the 
combined total of the two previous months. The launching 
programme, too, often had to be adapted to conform with the 
current availability of various materials ‘and components, so that 
various ships were launched in different stages of completion, 
some requiring more and some less than the normal volume of 
work in the fitting-out berth. These expedients are evidence of 
efficient shipyard management the effects of. which become 
visible only over a period, and are not necessarily reflected in 
immediate and short-term output figures. 

It should be noted, too, that shipbuilding statistics cannot tell 
the whole story. For example, they do not show the extent of 
the work which has been done in reconverting ships from war- 
time to peace-time purposes. The only available statistics for this 
type of work are, in fact, most misleading. From the figures 
published in the Monthly Digest of Statistics, for example, it 
would appear that some 3,500,000 tons gross of British shipping 
is immobilised in the shipyards, awaiting or undergoing recon- 
version or repair. In fact, a large proportion of this total is 
routine survey and repair work which may occupy only a 
few days between voyages, and is often carried out while the ship 
is loading or discharging. Apart from the normal work of ship- 
repairing firms, there is also a large number of passenger liners 
which are being reconverted by their builders. Thus, whenever 
shortages have delayed the completion of new ships, reconversion 
work has been correspondingly accelerated, and the many liners 
which have been returned to service in recent months bear 
witness to the considerable success of this task. Britain’s lead 
in the restoration of peace-time shipping services on the North 
Adlantic “ hard currency ” route is a noteworthy example. 

As a result of this effort, it is estimated that about one-third 
of the total reconversion programme has already been completed, 
which is a notable addition to the shipbuilding “output” 
measured by the statistics of new tonnage. -Reconversion work, 
it should be noted, does not make such heavy demands on 
materials or components, since most of the equipment and 
furnishings were removed from the ships before they entered 
war service, and were then put in store. 

The rate of new building, however, still depends on a con- 
tinued and adequate supply of materials, especially of steel and 
also of timber, of which hardwood is a big and scarce item. 
The use of substitute materials, mostly in the finishing 
trades, has achieved some economy, but imported hardwoods 
cannot be dispensed with entirely, and the effect of the cuts in 
timber imports already announced is still uncertain. The supply 
of component parts and sub-assemblies is equally important. 
Indeed, it is not always appreciated that shipbuilding is to such 
a large extent an assembly industry. It is only necessary to com- 
pare the cost of a completed ship with that of a luxury hotel or 
block of flats on land to appreciate this aspect of the supply 
problem. Tons of paint, miles of wiring and piping, thousands 
of horsepower of electric and other propelling and auxiliary 
machinery are required for a ship of any size, involving the work 
of hundreds of subcontracting firms all over the country. Radio 
and navigational equipment, anchors, deck machinery, glass, 
floor coverings, propeller castings, rope and similar items are 
required in large quantities, and a stoppage in the supply of any 
one item may hold up the delivery of a ship. Instances have 
occurred during the year in which ships have been prevented 
from entering service because of the lack of such small items as 
taps or doorknobs—deficiencies which sometimes seem to have 
resulted simply from the difficulties of the licensing system. 
There are signs, however, that this sort of shortage is being 
overcome. 

If more serious bottlenecks do not recur—and it would be rash 
at this stage to count upon a smooth flow of components and 
supplies—the progress achieved to date should continue. Cer- 
tainly the industry’s export effort should ensure it a reasonable 
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priority for many supplies: It is impossible to give ANY ‘Preise 
estimate of the money value of the work in the shipyatds; ba, 
with weli over 3,000,000 tons of orders on the books, the tory 
cannot be much lower than £250 million or so, One-third og 
these orders are for direct export to many Countries, including 
Argentina, Ind:a, Portugal, France, Norway and Sweden, 
rest are for British shipowners, who will employ the vessels og 
the world trade routes where they will either bring in inyisipj. 
income for Britain or save invisible outgo—buttressing in eithe: 
way the unstable balance of payments. ei Tons 

Sir Stafford Cripps has set the shipbuilding industry the tag 
of doubling the rate of exports which it achieved in the thy 
quarter of last year by the middle of 1948, and of producing ; 
further increase by the end of 1948 equivalent to 166 per cent 
of the October-December rate last year. At the prices prevailing 
in the fourth quarter of 1946, the monthly rates of exports which 
the shipbuilding industry is set to achieve are {1} million by 
the middle of 1948 and £24 million by the end of 1948, con. 
pared with £750,000 for the last quarter of 1946. So far 
shipbuilding exports are concerned, the last quarter of 1946 
is a favourable datum period, because at that time th 
amount of shipping which was being completed for foreign 
account was relatively small. Most of the tonnage was being 
constructed for British owners, though a growing proportion was 
in hand for foreign account. This new construction for foreign 
owners is steadily maturing and the shipbuilding industry does 
not anticipate any difficulty in meeting the export targets, A 


MERCHANT SHIPBUILDING IN Britain, JuNE, 1946, to Jung, 1947 
(Gross Tonnage : "000s omitted) 
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j M Total % 
: | Total for in for 
Quarter Ended |Laid Down|Launched *}Completed | Work in| Export | Hand | Export 
| Hand and on 
Pe et | Order 
June, 1946..... iy ye: 14-0 | 2,446 | 18-9 
Sept., 1946..... | 207 20-6 | 2,699 | 2647 
Dec., 1946..... 322 24-7 | 2,921 | 20-1 
Mar., 1947..... ! 248 25-3 3,149 | 28-61 
June, 1947..... 2 28-1 S191. | 29-55 
1 








June, 1946 to | 
June, 1947... 1,143 


le hai ak st 
Sources : (1) Admiralty. (2) Lioyd’s Register. (3) Shipping World. 
* Nore: Launching figures are approximate, as gross tonnage cannot accurately be measured 


ae stage. Lloyd's Register returns also include certain types excluded in Admiralty 
returns. 








end-1946 prices, the export requirements at the end of 1948 
represent a small fraction of the total orders which a 
at present on the books. To maintain this volume of buildig 
for overseas owners might involve difficulty at a later stage— 
particularly if British costs rose further in comparison with those 
of other builders. But if it is conceded that export planning cn 
be kept within the conspectus of 18 months or so, the ship 
building industry is unlikely to have much difficulty in doing 
what is required of it. 

Work on hand and on order would be sufficient, indeed, 
provide full employment for the next two years, even if new 
contracts ceased forthwith. Doubtless the almost embarrassing 
spate of orders will subside, but there is a large amount of 
obsolescent and “ austerity” tonnage in the world which ship 
owners must replace, and it is to the advantage of internation 
shipping as well as British shipbuilding that such replacement 
programmes should be so organised and balanced that’ wor 
should pass through the yards in a steady flow rather than in fis 
and starts. The lesson of the years between the wars was sili- 
tary in this respect, and British yards, at least, have not forgottet 


it- Competition from shipyards on the Continent will grow 
: S repaired, but the modern equipmeat a | 


wartime damage is 

methods of the British yards have given them a good lead—wa 
the technical efficiency and energy of management, as well asf 
labour, should surely be able to maintain. ay 
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Business Notes 


The Market’s Indifference 


During the past week or two, major formative influences on 
economic policy have been at work. One would scarcely imagine 
that this had been the case from the behaviour of the Stock Ex- 
change, which has lapsed into a bemused state of inactivity, Just 
gs there was no visible response to the publication of the export 

, so this week there has been no material reaction to: the 
publication of the Paris report, or to its reception in Washington. 
It may be that these two major influences balance each other 
out—that investors are calculating on the austerities which are 
implicit in the export programme being made good at least in 
part by timely aid from the United States. Yet if there are even 
slight grounds for supposing that American aid is approaching 
a little nearer, it might have been expected that the speculators 
would trv to make the most of it. 


Instead, turnover has now shrunk to abysmally low levels 
and changes in prices, both for equities and the funds, have been of 
no special moment. It is clear that the technical extremes of the 
crisis weeks have now worked themselves out. An even balance 
appears now to have been restored in the market, which remains 
unmoved by problems of exports, dollar aid, an interim Budget 
(the likelihood of which seems stronger now than it did a fortnight 
ago) and almost by the further evidence of labour trouble in the 
mines from Scotland. One might almost think that there were 
neither bulls nor bears in these placid market groves. But such 
a tenuous equilibrium can hardly be maintained for very long. It 
will not be long before some evidence of trend reasserts itself— 
and it is unlikely to be upward. 


2 ? 2 


Postscript from No. ll 


Nowhere has the poverty of economic policy been more 
drearily apparent than in the sphere for which the Chancellor of 
the Exchequer is responsible. His silence on the weighty economic 
problems of the day, and the scrupulous care with which all 
financial instruments of policy have been hidden away, aroused 
critical comment even as long ago as last February, and since 
then the consensus among the critics has been steadily widening. 
Expectations ran high, therefore, when it became known that, 
after the broadsides from Sir Stafford Cripps and Mr Morrison, 
the Chancellor of the Exchequer was at last calling a press con- 
ference. It was a dismal disappointment. Even at this twelfth 
hour, it seems that the only contribution which the Treasury can 
make to internal policy is to summarise the plans for which 
other departments are responsible and to dot the i's and cross the 
t's in the unofficial interpretations achieved by economic jour- 
nalists. There is, in short, still no assurance that an autumn 
Budget will be forthcoming, or even. that financial pressures will 
be exericd by any substantial reduction in the cost-of-living sub- 
sidies for which Budgetary action would not. be necessary. 
Even so, the chances of an early Budget seem to be increasing, as 
the inexorable march of events reveals the growing danger of 
‘nflationary wastages. 

In the meantime, the divisions of the Treasury responsible for 
overseas finance and exchange are fully engaged in the task of 
recasting Britain’s exchange relationships with a score or more 
of countries, and-in providing the “stop-gap” finance which is 
needed now that the US dollar credit is no longer available. Mr 
Dalton thus described the recent drafts by Britain on its quota 
at the International Monetary Fund and on its gold reserve, fore- 

wing further recourse to both these expedients. The in- 
evitability of additional relief of this kind was, of course, already 
apparent ; it did not need a postscript from the Chancellor to 
explain it or to point out that these are “ danger signals.” If Mr 
Dalton really hopes that these resources will suffice to stop 
the gap until. the import cuts and export drive have. effectively 
it, he had better heed the much more menacing danger 
Which others see in the domestic inertia of his own depart- 
ment—otherwise the excess of money incomes which feeds the 
black market will undo, or at least seriously impede, the best of 

Stafford Cripps’s plans. 

_Untii financial policy is. restored to something of its former 
Significance, the array of targets will be little more than patterns 


on paper. Government spokesmen may make great play with 
them, but nobody will believe that they will in fact be achieved. 
The statistical pattern has been described afresh from other 
Government circles this week, but the lengthly statement added 
nothing to what was already known—excep: the fact that it is 
intended to extend the cuts in Governmental expenditure over- 
seas to a total of £100 million instead of the £20 million pre- 
viously planned. This with the import cuts and the export 
targets, actually produces a paper surplus on the 1948 balance 
sheet, and already the planners are deciding what they will do 
with it. Happily, they are realists enough to declare that the first 
objective will be the return to the Fund of the dollars which will 
have been bought and to revuild the gold which will have been 
sold. Second on the tist comes the provision of a better flow of 
raw materials to industry, especially to export producers, while 
any casement of domestic austerity figures last. This is certainly 
the right order of priorities , but though the IMF may impliedly 
regard British disequilibrium as “temperary”—an assumption 
which Mr Dalton cited with evident pride—the country will be 
fortunate if it is able to start towards even the first of these 
objectives by the end of next year. 


* * * 


Talks with the Empire 


The inter-Empire talks on financial problems arising out of 
the suspension of sterling convertibility and the need to econo- 
mise dollars have made reasonable but not uniformly satisfactory 
progress this week. They will be continued into next week. The 
crucial point around which the debate must revolve, in each of 
the bilateral conversations into which these talks split, is the 
access of each Empire country to the central gold and dollar 
reserve. The point must crop up in the case of each Dominion 
—from Canada, where the agreement with Britain is still to match 
every dollar drawn on the Canadian credit by a US dollar paid 
io the Canadians, to India where the convertibility into dollars of 
the sterling released under the recent interim agreement is what 
in effect stands between India and the certainty of real famine. 
The discussions have centred in the ways and means of reducing 
the joint demands on the central] reserve, and to this end all the 
countries concerned have undertaken to review their dollar import 
programmes and to cut out every unessential item. But the most 
rigorous scrutiny and curtailment of these programmes still leave 
the gap too great to be borne by the available reserve of gold and 
dollars. Concerted measures are, therefore, being devised to 
canalise Empire exports to the United States. In particular, 
aitempts are being made to achieve the maximum cooperation 
with the United States in furthering the plan of stock-piling 
strategic materials such as rubber, copper, tin and nickel which 
might be a first instalment of aid under the Marshall plan. 


The importance of expanding gold production has been stressed, 
and in this connection South Africa has put in a plea for higher 
priority in production and shipment of mining. machinery from 
Britain. The Treasury have also promised every encouragement 
to the investment of British capital in new South African mining 
ventures, though at the same time drawing a marked distinction 
between such investment and the movement of “refugee ” or hot 
money from Britain to the Union. The. discussions with South 
Africa have inevitably involved the agreement under which gold 
is sold by the Union to Britain. The amount sold in each of the 
years 1946 and 1947 was fixed at a minimum of {80 million 
and efforts are being made to get this sum increased, This would 
be tantamount to inducing the Union to give Britain a credit, 
especially if South African imports from the dollar axea were 
appreciably reduced at the same time. The result of the two 
factors—higher gold sales to Britain and smaller imports from 
the United States—would be an increase in South African sterling 
balances. This would be both a rare and welcome phenomenon. 


The Chancellor of the Exchequer explained last week that 
Britain’s sales of gold and purchases of dollars from the Fund 
were intended to feed the reserve that served the whole sterling 
area. It may be assumed from this that other members of the 
area will take their turn in drawing on their facilities with the 
Fund in order to replenish the common dollar pool. 
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The Middle East and Sterling 


It is not only in London that discussion of the problems 
created by the suspension of convertibility of sterling is proceed- 
ing. Reports have come from Cairo of ey negotiations 
between the Egyptian Government and ‘Treasury representa- 
tive in Egypt to amend the latest financial agreement by virtue of 


_ which Egypt and the Sudan left the sterling area. The Egyp- 


tians have two main complaints. They find their hard currency 
quota altogether inadequate and their exchange control and import 
licensing machinery entirely unfitted to the strains that have been 
put upon it, There are, therefore, reports of a movement to 
rejoin the sterling area. Such a development would be particu- 
larly welcome to ihe Sudan which, by reason of its common cur- 
rency, had to follow Egypt’s departure from the sterling area but 
which has been even more greatly inconvenienced by this develop- 
ment than its neighbour. The Treasury representative is also 
visiting other Middle East countries to discuss similar problems, 
listen to identical complaints and attempt to explain to the coun- 
tries concerned that the dwindling dollars held by London are 
needed to satisfy more urgent needs than paying for the stream of 
cars and other luxury imports from America which is still flowing 
to the Middle East. If high personages in those countries dis- 
gorged their hard currency holdings, the immediate balance of 
payments problem of the Middle East might be taken a consider- 
able way towards solution. 


. * * 


Nationalisation without Cause 


Although the Australian Government’s Bill for full nationali- 
sation of the banks has not yet been published, sufficient informa- 
tion is now available to show its intentions, in some detail. And 
sull no convincing reason for the proposal has emerged, Mr 
Chifley, reiterating the argumeni which justified the 1945 Banking 
Act, has declared thai the Government must accept responsibility 
for the “economic condition” of the community ; that, in view 
of the dollar crisis, Australia must be prepared for “ serious 
repercussions ”; and that full control of banking is necessary to 
snsure that mo such differences can arise between the Govern- 
ment and the banks as arose in 1931. But the 1945 Act, in fact, 
gave the Government such control, as every wading bank has 
long been acutely aware. Now Mr Chifley contends that the 
Act may not be watertight. Because the Government failed 
to sustain its own interpretation of the relatively unimportant 
Section 48 (in the recent dispute about the power of the 
Treasurer to force local authorities to transfer their accounts to 
the Commonwealth Bank), it is, or claims to be, tormented by 
the fear that the vital Sections 18 to 22, which define the system 
of special deposits which the trading banks must keep with the 
central bank, may be equally assailable. Counsel in the recent 
case did apparently hint incidentally that this might be so, but 
the trading banks’ official spokesman has retorted that the banks 
themselves suggested the wartime system upon which the present 
arrangement is founded, and would hardly challenge a plan of 
their own devising. That, admittedly, is inconclusive logic, for 
what seems appropriate in war may be défferently regarded in 
peacetime even in a crisis; but if these powers really are un- 
dependable (which is questionable), the right course surely would 
be to strengthen the Act instead of plunging headlong into full 
Government ownership and operation of the barns system. As 
presented so far, the Government's case seems to be based almost 
wholly on doctrinaire prejudice, supported by a string of ingenu- 
ous pretexts, 

On such a basis, it intends to prohibit all private banking within 
Australia. The Commonwealth Bank, if the scheme goes through, 
w Il take over, by agreement if possible, and by compulsory pur- 
chase “on just terms” otherwise, the shares of the banks con- 
cerned or of their assets within Australia—not excluding those of 
banks (such as the Bank of New Zealand) in which other Govern- 
ments are involved. Failing agreement upon compensation (which 
the Government hopes to persuade vendors to accept in bonds 
of the Commonwealth Bank), the Commonwealth Bank would be 
required to submit its claim to a Federal Court of Claims to be 
established by law. The banks taken over would apparently be 
administered as distinct entities by contro} boards appointed by 
the Commonwealth Bank, and because the whole process would 
obviously be protracted, the Government apparently hopes that 
some, at least, of the present directors of the banks would for a 
tume serve on these ‘ 

The banks themselve:, who have declaved uncompromising 
Opposition to the scheme, fear that if implemented it would open 
the door to Governmental discrimination against individual cus- 
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tomers: at present the Government’s powers to dictate the direc. 
tions in which the banks may lend definitely exclude gua 
specific interference. On this point the Government’s Wei stne 
is not wholly reassuring, for the Commonwealth Bank would }; 
bound to preserve normal banking secrecy and not to discriminate 
—*“ except on grounds appropriate to normal and proper conduct 


of banking business.” When no “normal” banking remains 
within the Dominion, it will be hard indeed to decide what would 
be appropriate to it. 


w * * 


Cripps Tour 


Having addressed the representatives of employers ang 
workers in London on the new export targets, Sir Stafford Crip 
proceeded to Manchester, Edinburgh and Bradford to. discuss 
the targets of local indusiries with the men on the spot. Apan 
from the clarification of official policy for which such visits pyo- 
vide a useful opportunity, they are also of psychological value in 
counteracting the impression, prevalent in the large industrial 
areas, that policy on industrial matters is worked out in London 
with scant reference to the views of provincial industrialists who 
have to make the policy work. Sir Stafford Cripps has shown 
before—by earlier visits to Lancashire during the protracted nego- 
tiations on the modernisation of the cotton industry early this year 
and to Bradford last January—his appreciation of this point, 

Yet the reactions to Sir Stafford’s speeches became increasingly 
cool as he progressed from Lancashire to Yorkshire via Scotland. 
His Manchester speech admittedly left queries about the practica- 
bility of increasing the output of textiles during the next twelve 
months, given the present labour position, but it was accepted 
as a practical lead for the industry. But the Scots appear to have 
been less impressed by his references to the Queen Mary and 
Queen Elizabeth and to the advantages of joint production com- 
mittees, and they noted the absence of any discussion of the 
reaction of the export drive upon Scotland’s unemployment pro- 
blem. At Bradford disapproval found an outlet in 4a political 
skirmish between the chairman of the meeting and a trade union’ 
leader. 

Nevertheless, the tour has brought several pronouncements of 
wider interest. Sir Stafford’s frank admissions at Edinburgh 
about the present inflation of steel permits and the decision 
examine the system of controls will be generally applauded. A 
more realistic allocation system than the present M form procedute 
has long been desirable. Signs that this problem is exercising 
the Ministry of Supply are evident in the remarks of the Parlia 
mentary Secretary to the Ministry last Wednesday that allocations 
are to be adjusted to meet the larger quantities of steel which 
would be available to priority firms. ; 

At Bradford, Sir Stafford made it quite clear that exports of 
wool piece-goods must hav: priority over home supplies. To 
sustain a level of four coupons a month, production would have 
to increase by 12 per cent. This will be a difficult target unless 
more labour and coal can be obtained over the next few months, 
though Sir Stafford did refer t@ “ special arrangements ” to fulfil 
coal allocations under the summer programme by November Ist 
Though the President of the Board of Trade has had a 
occasionall¥ critical reception, resolutions supporting the expoft 
drive were passed vociferously at each meeting. The criticism 
reflects, rather, a mood of perplexity about the application of 
the targets to the production and marketing arrangements of 
individual firms. The tablets have been handed down. The 
task is to put them into effect. 


Exchange Control Act 


A Treasury Order issued this week formally confirms the 
announcement, already made by the Chancellor of the Exchequet, 
that October 1, 1947, is to be the “appointed day” on which 
the Exchange Control Act comes into force. ‘The change in the 
statutory framework within which exchange control is being 
operated provided an opportunity for redefining the regulations 
but the new set of orders bringing into effect the various poe 
sions of the Exchange Control Act are largely a duplica of 


the controls operated under authority of the now discarded 


Defence Regulations. The main effect of the coming into force 
of the Exchange Control Act will be to restore to UK 
freedom to switch holdings of foreign securities (except I 
into others of the same foreign currency. There _D 
momentary doubts whether, given the suspension of converti- 
bility of sterling and all that this symbolised, the permission 
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to “switch ” promised when the Act was passed would be with- 
These fears nave been set at rest; from Wednesday; 
next the London market in international securities (other than 
Canadian securities, the proceeds ot whose sales must still be 
applied to paying off the interest-free loan from the Canadian 
Government) should loosen up considerably. On the exchange 
side the new orders make a number of relatively unimportant 
changes. Collectors’ pieces are exempt from the provisions of 
the Act relating to the surrender and notification of holdings of 
gold coins. Temporary visitors to the UK are exempt from the 
isions relating to the surrender of gold and foreign currencies. 
The list of scheduled territories is amended by the removal of 
Egypt and the Anglo-Egyptian Sudan which since the passing of 
the Act have left the sterling area. 


x x x 


Foreign Exchange “ Censorship ” 


From Wednesday next, the Post Office and Customs will 
examine outgoing and incoming mails in order to check infringe- 
ments of the foreign exchange regulations which forbid the 
unauthorised despatch of valuables from this country and the 
unauthorised receipt of sterling notes sent from abroad. These 
departments have always had power to inspect postal packets 
which are thought to contain goods, dangerous drugs and other 
contraband, and the extension of these powers to cover notes, 
securities, insurance policies and other valuables follows from 
their inclusion in Part IV of the Exchange Control Act (which 
comes into force on October 1st) as items of which the un- 
authorised export and import is forbidden. 

The examination of the mails will be on a sample basis > 
evidently, the authorities will rely on the risk, rather than the 
certainty of detection, as the main deterrent. The emphasis is 
also put on “suspect” packets, rather than a general opening 
of mails for devisenkontrol. In this task, the Customs officials, 
who will be responsible for the examination, will no doubt make 
use of such devices as X-rays and fluorescent light, and the 


‘ proportion of mail in fact opened is likely, in the nature of things, 


to be relatively small, since no increase in Post Office and Customs 
House staffs is required. 


Prudent and active men, who 
know their strength, and use it 
with limitation and circumspec- 
tion, alone go far in the affairs 


of the world. 
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recognise and seize favourable opportunities, 
while taking at the same time reasonable 
precautions, is to exercise that combination of 
enterprise and prudence which is essential to 
progressive business organisation. 
Energy and confidence are 
personal. gifts, but in 
the observance of the wise 
injunction of “ circumspec- 
tion” conference with your 
bank manager can be helpful. 
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Beyond the assurance that delays to the mails will 
to the minimum, no indication has been given of the 
this new searching of the mails. Mails within the United 
Kingdom are not affected ; nor are mails to Eire or the Channel 
Islands—a potential gap in the defences through which’ a signifi- 
cant loss of exchange resources may yet find its way, given the 
ingenuity of those who have so comfortably avoided the regula- 
tions in recent months. In official quarters, horrified denials 
have been expressed that the new system of examination amounts 
to “censorship.” ‘Technically, this is true, for no examination 
of mails for covert evidence of exchange frauds is to be carried 
out. But it may be recalled that the Treasury was anxious to 
tetain the wartime censorship of mails even when strict security 
needs had expired. They now have, if not censorship, a drastic 
power of interference with the mails which, it must be hoped, 
will produce adequate results to justify it. 


* * * 


Winter Power Prospects 


From October 6th, every electricity authority in the country 
may be required to reduce its electricity supply to within its 
allotted “ quota” on the instructions of the Central Electricity 
Board. The total of the “quotas” adds up to the 9,000,000 
kilowatts of installed generating capacity. The maximum demand 
which may have to be met is 11 million kilowatts, The country 
must proceed by the unmartial methods of “staggering” or 
“shedding” to fight the battle of another gap. ' 

By this date, each area should be equipped with a complicated 
set of schemes drawn up between electricity undertakings and 
firms, and between employers and workers, to spread the electricity 
load over the twenty four hours and so to reduce the demand at 
the crucial peak periods in the winter. Some firms have arranged 
to transfer one third of their load to night shift. Others are 
joining in a rota scheme by which each firm knows in advance 
that it is liable to suffer a power cut on a given day in the weck 
—and hopes to be spared for the rest of the week. 

The arrival of colder weather is a timely warning that ‘increased 
domestic consumption and space heating in factories are not far 
away. It may not be long after October 6th before the whole 
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“staggering” system is put to the test. But although there have 
been repeated warnings that schemes should be ready well before 
October, only now are serious efforts being made im some areas 
to prepare “ staggering” schemes. In the Lancashire area, for 
instance, last-minute pressure on the North West Regional Board 
for Industry to approve schemes is so great that a considerable 
mumber will have to go imio operation without adequate 
consideration. : 

So far as fuel is concerned, the outlook for winter electricity 
supplies is much better than a year ago. Coal stocks at electricity 
undertakings are equivalent to over 5} weeks’ supply compared 
with 3 weeks’ supply at this time last year. This winter, at any 
rate, it should not be shortage of coal that causes breakdown and 
the official plea for schemes to spread the electricity load is 
designed to avoid the worst of the winter peak demand. But the 
fear remains that, unless domestic consumers co-operate to the 
full, the whole complex of plans for “ staggering” may be over- 
thrown and “ shedding” will take its place. The domestic con- 
sumer will suffer no compulsory restrictions this winter. But 
that can only be a decision of administrative expediency, for no 
one can honestly suppose that moral suasion is enough to keep 
domestic consumption down when electricity is cheap and 
domestic solid fuel scarcer than last winter. 


* * x 


The Ever-widening Gap 

The trade gap widened further last month to £76.38 mullion 
compared with £64.7 million im July. The gap between imports 
and exports has been increasing almost without interrupticn this 
year, until the cumulative total at the end of August reached 
£408 million. Recent cuts in imports will probably not produce 
any effect for at Jeast another two or three months, for mports 
im any given month may reflect purchases made several months 
earlier. Exports in August did not maintain the very high level 
of July, which were inflated by the seasonal rush to clear shipping 
documents through the Custcems well in advance of the holiday 
season. Yet last month’s export total of £93.6 million was the 
highest recorded, apart from July since December 1920. The 
volume of exports has been provisionally estimated at 104 per cent 
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of 1938, compared with r2g:per cent in July and 102 per cent in the 
second quarter of the year. Last month’s decline largely affected 
the manufactured items ; exports of machinery fell by £2,000,000 
to £15.3 million and. of vehicles by £ to £13.5 million. 
Exports of textiles, however, were only slightly reduced and 
formed 194 per cent of ‘total exports, compared with 17} per 
cent in July. 

Total imports in August at £174 million were {5,200,000 
smaller than the July peak but the average daily rate of imports— 
August was a working month—was § per cent higher than 
in July ; grain and flour arrivals fell by £5,200,000 but imports of 
tea increased by £1,800,000 ; the raw materials group included 

2,300 tons of limseed oil valued at £5,600,000 bought from 
Argentina. 
* * * 


Trends in Bank Ravens i #5 
Movements shown by the latest classification of bank § 
are rather more revealing of the underlying business trends than 


industries concerned. 
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those of earlier analyses. Total advances made in Great Britain 
by all members of the British Bankers’ Association’ stood 
£1,174 million in August, compared with £1,094 million iq 
May and {909 million at the comparable date in 1046." The 
quarter’s growth of over {80 million is substantially larger thay 
that for the previcus three e a big decline ‘in the 
food, drink and tobacco group—and is, indeed, easily the largest 
quarterly movement since the publication of classified re 
was resumed last year. Five groups account for fully three 
quarters of the expansion. Financial advances other than t 
stockbrokers have risen by no less than £17 million, evidently 
in consequence of the hiatus in the flow of new capital issues 
which has resulted from the break in stock markets—although 
the growth of hire-purchase finance has probably been a coq. 
tributory factor. The engineering and shipbuilding (includj 
shipping) groups have between them absorbed an additional £2 
million. Both industries are, of course, running at a high 
of activity, but the spectacular increase in demands for 
building finance (from a level of between {10 and £11 
in each of the quarters from February of last year until May, 
1947, to £19.1 mullion in August) suggests that the principal 
influence has been the bottlenecks in supplies of materials and 
fittings, which have increased the volume of uncompleted work, 
These two groups now account for 9.1 per cent of the toml, 
compared with 7.7 per cent in May. ees 
Agricultural advances have expanded by {11.5 million and are 
now {£17 million, or roughly 22 per cent, above their level at the 
similar date in 1946, a movement for which the winter's frost 
and flood damage and the summer drought must be largely 
responsibie. Reta!l trade continues to expand—the total has 
risen by £10.7 million to £109 million, compared with only £622 
million eighteen months ago—and now accounts for 9.3 per 
cent of aggregate advances (7.5 per cent in August, 1946). Most 
of the recemt expansion must reflect the rising trend of prices 
tather than any imcrease in the volume of stocks, but over the 
longer period the reopening of businesses has been a significanr 
influence. The sharp decline in the food and tobacco group~ 
by £19 million to £68.5 million during the quarter—virtually 
wipes out the previous quarter’s gain, and is presumably due 
to a decline in tobacco stocks as well as to the usual rather 
erratic ebb and flow of the financing arrangements... ast 
The other main industrial groups show only small changes, 
most significant perhaps “being the~ further I inthe 
chemicals group, the total for which now stands at £16.2 million 
in contrast with only £7.9 million in August,4946. During the. 
quarter there were small declines in coal, mon-ferrous metals, 
transport and wool textiles. Cotton and other textiles are both 
appreciably higher, and so are iron and steel, builders and con 
tractors, and building materials. The advances under these last 
heads, it should be secalled, do not accurately reflect the level 
of building activity, partly because of the finance which is pro 
vided via the local authorities (the total of whose borrowings 
from the banks is only fractionally higher), and partly ¢ 
the classification is based on the business of the borrower and 
mot upon the purpose to which the money is put. Hence 
industrial rebuilding must be reflected in the figures for the 


2 * * 


Radio Industry's Task by 


The first post-war Radiolympia will be staged in London next 
week. This should be a triumph for the radio industry t 
industries have been frightened by the difficulties of staging ex 
hibitions of their goods—and.there will be no lack of s 
rivalling prewar exhibitions. Indced, the industry has made 
technical strides during the war years, and its first postwar tail 
is to apply to the mass radio and television market many of thé 
scientific developments of the war period. This is a process 
free from risks, yet as the accompanying table’ suggests, 
investor at the moment is showing no lack of confidence in thé 
prospects of the leading radio companies. 

The wide scope given to the industry for development in the 
war years and the backlog of civilian ordefs at hdme afid abroad 
at the end of the war, support the impression that the industry 
has achieved a solid investment ranking. Yet its real tasks are 
only beginning. The Board of Trade has now demanded of it @ 


further expansioz of exports—though of a modest characte, hich 
suggests in the official mind whether the industry’s most 


oe 














TH 
try’s 
£61 
mon 
first 
expt 
year 


\ 


SOSEHSEESZATRSE = ZSSPESEREBBSBSSESRSE Feoe| EVERFREE | 


spss oernrmoeropore ee 


wonetnpnoeso = 








ag2Gix 


-EREESS 322298353 


/RRSTERE RACES ae 


EERSGGGRPERR ERE 


ey 


tier 
a 


ge. 
Ges Feet pe 








ee = 


e 


contribution to exports was equivalent to a monthly rate of 
£616,700 for the whole year 1946 and at the rate of £930,000 a 
in the final quarter. But there was a sharp decline in the 
first quarter of this year and the task of recovery to the monthly 
export Jevel of a round £1,000,000 by the middle and end of next 
year will not be large. 
RabDIo SHARES AND YIELDS_ 























Lo Secaeuih SaERAEE GAREERAEEREEEEEE tame hin 
1938-9 Latest Year Ordinary Shares* 
rigs i “ os j ms : $ prey Vii 1a, ee 
Earned | Paid | Eamed| Paid Me 
on {| on on on | Sept. 34, i (Gross) on 
[Ordinary|Ordinary OrdinaryjOndinary, 1947." | Ber‘seni 
neon ! I | 
‘ |Per Cent Per Cent Per Cent Per Cent, s. d f s. d, 
proadeast Relay Service.. | 12-6 | 10-0. 16-5t) 13-0t| 23 9 9 6 
SMG... csucel Nil | Nil { 3-1 | 20-0) 18 0 | Su 0 
DEGMME. ». <:-<tnevae 8-8§ | 6-05 | 35-8t | 25-0 22 0 513.9 
Soar. eeprek cy Nil | 142-1 | 112-5 | 39 | 3 6 6 
flectrical and Musical In- he : 
on. Teice Nil. | Ni 11-3 | 8-O¢| a1 3 315 3 
Se... ee | 25-6 | SSO | B-4 | 98-01 So 0 | Sis 8 
Ratio Rentals. ........4 | 19-3 | 75 | 575 | 25-0 246 15-23 
es Re et 2 eens es ih BO dy Sed ors 
¢ All 5s. denomination, except E.M.I. 10s., and Decca 1s, 
+ Tax free 
‘ lectuding 5 per cent bonus, but excluding capita] bonus of 7 per cent tax free. 
j Penod 13 months to March 3, 1939. 


In the export field radar equipment and auxiliary radio products 
rather than finished broadcast receivers and components are likely 
to find the best market. The pre-eminerice of British develop- 
ments in radar is disputed only by the United States and its 

cts have wide new fields to conquer, including navigational 
aids and television apparatus, cable manufactures and domestic 
equipment—all of these the latest adjuncts of the major radio 
companies. Companies such as A.C. Cossor, Decca and Electric 
and Musical Industries have been directing their postwar re- 
searches along these lines at considerable cost. But in radio sets 
and components some hard battles must be expected in the export 
markets. The United States and continental countries are no less 
anxious to sell their wares abroad, and in the newer countries 
such as the Dominions as well as South America, infant industries 
for the assembly and even the complete manufacture of radio sets 
have been set up under the protection of high tariffs. The 
industry’s export target may, in fact, prove to be something of a 
boomerang, but at least there should be an impressive display of 
radio equipment for all the world to see at Olympia. 


* x e 


Wool Prices Advance Further 


The rise in prices at the London wool sales, which opened 
last week, fully matched that at the recent Australian auctions. 
Australian and South African greasy merinos were 15 per cent 
dearer than the closing London quotations last July, fine cross- 
breds were 10 to 1§ per cent higher, while medium crossbreds 
tose by ro per cent. Bradford buyers were also keen to obtain 
New Zealand slipe-wool, and prepared to pay 10 per cent more 
for it. The demand at the London sales came largely from York- 
shire, although Continental purchasers, in particular the Russians, 
were also buying. British demand has also dominated the Aus- 
talian auctions, but there American buyers have not yet begun 
to operate, as the types of wool offered so far are hardly suitable 
for their requirements. There is every indication that prices will 
continue to rise, especially as Russia is expected to buy in 
Australia as well as London. 

The rate of activity in the Continental wool textile industries 
has surpassed the pre-war level, and although stocks of wool in 
most Western European countries. are generally larger than in 
1938—nine months’ supply now compared with six months’ then— 
the eagerness of buyers to purchase good quality wool shows no 
sign of abatement. But the available supply of the finer merino 
types is now becoming so restricted that really selective buying 
is becoming increasingly difficult, and purchasers are having to 
take alternative qualities. The average Continental buyer, how- 
ever, does not appear to pay much regard for the price differentials 

different types of wool, and is prepared to bid for the 
Tequired qualities almost without limit. Under such conditions it 
may often pay to buy those types in lesser demand. 

The increased demand from Yorkshire is directly connected with 
the prospect of increasing the export of wool textiles, The chances 
of selling utility cloth abroad are bound to be restricted, and the 

ed prices schedules for the hctne trade rule out the pur- 
chase of finer wools for making up to supply home needs. As 
the wool textile export drive is intensified, Bradford is likely to 
show an even keener demand for high-grade merino wool. 
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Furniture and Exports | 


__ Last week the Board of Trade announced that the emergency 
Import programme for utility furniture, which was introduced 
early last year to expand supplies until the furniture industry could 
increase its production, is to cease after outstanding contracts have 
been filled. When the scheme started there were some misgivings 
in the trade about its competitive effect on sales of British-made 
furniture in the home market. In the event, the scheme 
has made a yaluable contribution to supplies, for total imports 
have represented the equivalent of 3,500,000 utility farniture units, 
which is equal to one month’s production of domestic utility 
furniture. The foreign product evidently has not lacked buyers. 
_ The end of the scheme gives official recognition to the general 
impression that there is now enough—some may think more than 
enough—utility furniture on the market. That is not to say that 
furniture requirements have been fully met, but that production 
has exceeded the limit of demand set by the issue of utility furni- 
ture units. 

This surplus over the ration has been reached almost ‘at the 
moment when the industry’s import targets for mid-1948 and end- 
1948 have been made known. The industry is expected to do no 
more than raise its monthly rate of export from £50,000 in the 
last quarter of 1946 to £55,000 by next June and to make no further 
headway beyond that target in the following six months. Furni- 
ture, admittedly, has never been an important export industry, 
and this is recognised only too clearly in the level of next year’s 
targets. If the industry can only lay such a small claim as an 
export industry to supplies of materials, it will fare even less well 
for materials for home production—apart from utility grades. 

That many materials, especially upholstery fabrics, may have a 
direct outlet to the export market is suggested by the following 
comparison of the overseas trade in traditional furniture and the 
newer metal furniture industry :— 

EXPORTS AND IMPORTS OF FURNITURE 
Wooden. Furniture Metal Furniture 


Exports Imports Exports Imports 
£ £ 
Te hnacae sa +4 461,863 408 121 347,695 Nil 
MD 64 6 4.551 6s Ko.9 680,112 405,686 1,173,665 Nil 
1947 (8 months).. 472,063 1,290,256 1,101,762 Nil 


Steel furniture exports are now much larger than. those of 
wooden furniture, and the former has been set an export target 
for the end of next year of £300,000 a month, compared with 
average exports of £120,000 a month in the last quarter of 1946. 
It is difficult to believe that wooden furniture of high quality 
would not sell in more satisfactory quantities abroad than the 
Board of Trade has set for it. 


In. addition to the short “ Statistical Summary ” which 
appears weekly in The Economist; a full service of 
statistical and factual information appears weekly in 


Records and Statistics 


Supplement to The Economist 


Records and Statistics is a separate, self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
reports from home and overseas, It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent, is 30s. per annum. For those who 
are already direct postal subscribers to The Economist, 
the economy of posting both publications rogether makes 
it possible to quote a combined subscription of £4. 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked mot to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
and Statistics or to date subscriptions back. 

Paper shortage also makes it impossible to supply 
sample copies. For a limited time, however, subscri 
to Records and Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 
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The Wages Problem 


The Government’s anxiety to arrest the upward movement of 
wages is reflected in the Minister of Labour’s decision to circu- 
larise Joint Industrial Councils, calling their attention to the Prime 
Minister’s appeal to unions not 10 press for wage increases at the 
present time. This letter has had a poor reception from the 
TUC General Council, which professes itself so alarmed at the 
possibility that the Government might intend to intervene in 
matters of wages that it is seeking an interview with the Prime 
Minister, ro learn what is in the Government’s mind. 

The unions are afraid that this letter will be used against them 
in wage negotiations which are now in progress, though there is 
no evidence yet that this nas happened. Indeed, there is evidence 
‘enough to the contrary. A new agreement, which takes effect on 
October 20th, raises the weekly minima of some 250,000 workers 
in the retail food trade by amounts varying from 7s. to 10s. 
(according to the area) for men, and from §s. to 9s. for women, 
and reduces the working week to 46 hours. None would claim 
that grocers’ assistants are overpaid, but at this time an improve- 
ment in earnings in the distributive trades, where manpower 
should not be increased, will hardly help the redistribution of 
manpower. It will be interesting to see what happens to the 
claim which workers in the boot and shoe trade—an undermanned 
industry—recently tabled for an increase in their minimum wages. 

In the meantime, the Catering Wages Board have issued their 
proposals for wages and conditions for workers in licensed resi- 
dential establishments and restaurants. The suggested weekly 
rates vary widely according to the type and experience of the 
worker and to condivons of service. Clearly, it would be im- 
possible to lay down a uniform set of wage rates for so varied 
a trade. The Board is at least attempting to bring some measure 
of protection and regularity in the conditions of catering workers. 


. * * 
Should Whaling be Increased ? 


Killing of whales in the coming season is to be restricted to 
a total of 16,000 blue whale units, which it is expected, will pro- 
duce some 320,000 tons of whale oil. Although this prospective 
output shows an increase of some 40,000 tons on last year, it is still 
well below the 1937-38 level of 600,000 tons. Seventeen factory 
ships will be operating ; three from the United Kingdom, nine 
from Norway, two from Japan and one cach from South Africa, 
Russia and the Netherlands. The whale oil produced will be 
allocated to the various countries by the International Emergency 
Food Council, but British supplies, it is hoped, will be in the 
region of §5,000 tons. 

There has recently been a demand for unrestricted whaling 
for the next four or five seasons to alleviate the world shortage 
of fats and oils, particularly as whaling activity was limited during 
the war. It is argued that if the rate of killing could be increased 
to give 500,000 tons of whale oil each season, margarine production 
could be expanded and the oils now used for margarine could 
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_ Redemption yields on stocks optiouaily or finally redeemabie within the next five y 
-e worked out On the assumption that they will be repaid.at the earliest date. Redemp 
yields on other dated stécks assume that stocks paying over 3 per cent will be redeemed 

_ at the earliest date (these are marked ‘ ¢’), and those paying 3 pex cent or less will be repaid 
at the latest date (marked '/*). (nt) Net yields aré caleulated after allowing for tax a\ 
%.in the { =f} Flat yield. Assumed average life 17 years 6 months : 
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SECURITY PRICES AND YIELDS 


A ‘uller list containing 370 securities appears weekly in the Records and Statistics Supplement, Notes on the following 
reports also appear in the Supplement : Distillers; Gestetner; Powell Duffryn; Murex. 

























Aa) Interion. (0) Final. (c) Whole year. (a) dnt, paid balbyearly. |) To oil 
Ser wear aes eae ese ae heres ee 

‘s. , af : sis 4 re 
} To latest ~edemption date. t Free a! P ‘ ior 4 ty Ae 


THE ECONOMIST, September, 27, gq 


be diverted to other uses, _ A comparison with world production of 
whale oil in recent years is shown in the following table; 


WHALE Om. Propuction + ee 
tons : 






Antarctic .... 556-7 13-0 8-5 22-0 
Other areas... 50-0 16°8 20-2 10-6 


Total .,.. 606-7 28-7 32-6 

















46-9 148-0 


° Provisional ; partly estimated. 


~ 
According to official sources, however, many scientists. hold 
that the limit of 16,000 blue whale units is itself too highs 
prevent a permanent depletion in the whale population and; 

any extension of the limit should not be contemplated. roa 
it would be inadvisable to put aside the international scheme | 

regulation because there is no guarantee that by 1951 me | 
supplies of oils and fats will show a material improvemem, 
Indiscriminate killings in the past are responsible for the presen 
inability of the Arctic grounds to yield any large quantity of oil ; 
without the restriction scheme, it is argued, the Antarctic are 
would soon be in a similar plight. ” 





Although it is undoubtedly wise to conserve the future supply 


of whale oil, are these arguments against some increase in the 
rate of whale oil production quite conclusive, in a period of such 
acute shortage? Much depends on the future supply of oils ang 
fats—on which there is admittedly no sort of certainty. To say 
that the world shortage will be past by 1951 is indeed a 
which depends on the success of many factors, including the 
development of colonial groundnut production, the speedy re- 
habilitation of the Far East—in particular Indonesia—and the 
recovery of the dairy industry in Europe to well above its prewar 
output. If, by 1951, these targets were not, in fact, realised, the 
exhaustion of whale oi] supplies would inflict all the more hardship 
—not least on Britain. In these circumstances, it is perhaps as well 
that the Government 1s refusing to gamble on this critical item 
in British food supplies. 


Shorter Notes 


The New Zealand Government has announced its intention 
repay in cash its 4$ per cent inscribed stock on November 1 
this year, the date of maturity. The present amount outst 
is £11,200,000. No conversion offer is to be made. 2 

* 


The National Joint Industrial Council for the retail dra 
outfitting and footwear trades has agreed to increase minim 
weekly wages for men by Ios. in London, 9s. in the larger p 
vincial towns and 7s. elsewhere: there are smaller correspond 
increases for women and juveniles. The rise will affect som 
300,000 employees and will come into force on October 6t 
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© Say Today, the traditional pastimes of this country are known 

amble, and accepted throughout the world. They grow more 
ig the popular every year because they’re fundamentally 
ly re. GOOD ..... whether it’s the Royal and Ancient game 
id the of golf or that other familiar pleasure which comes from 
yrewar saying ..... 
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WLAYER'S NAVY CUT CIGARETTES * MEDIUM OR MILD ° PLAIN OR CORK TIPPED 
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room, a strange town, or perhaps a foreign country. 


not look in vain. Please send a contribution to-day. 
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Donations may be sent to the Rt. Hon. The 
Earl of Athlone, K,G., G.C.B., President of 
the Y.M.C.A. War and National Service 
Fund, 112 Great Russell St., London, W.C.1 
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{Registered under the War Charities Act, 1940) 








One of these days you may be saying good-bye to your son as he goes away 
for Army Service or to live and work among strangers. Then he must find 
his own friends. His moral and spiritual quality will be tested under 
new conditions, and especially by loneliness—the loneliness of a barrack 


One of the tasks of the Y.M.C.A, is to serve young men in these circum- 
lances, It offers friendship and encouragement, as well as recreative 
activities for body, mind and spirit. Your son may be one of the many 
thousands who look to the ¥.M.C.A. for help and guidance. By supporting 
this great undertaking now, you can do something to ensure that he does 
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MILNERS 
mm Sf! 


Hew is one to choose a safe? 
Obviously, reputation is the 
surest guide. Here the name 
of Miiners is pre-eminent. For 
over 100 years Milners have built 
safes and strong-rooms for 
nearly every world-famous con- 
cern, and Milners’ safes are to 
be found in every quarter of the 
globe. Whether it’s a specially 
constructed strong-room to pro- 
tect a fortune, or whether it’s a 
small safe to take care of 
personal treasures, you can be 
sure that you've made the 
This is one of the “B” renge of Milners'’ post — wisest. choice when you specify 
war designs —a masterpiece of security. Further “Milners’’. 

details of this range will be sent on request, 


‘MILNERS SAFE CO. LTD., 58, HOLBORN VIADUCT, E.C.1. 


Telephone: CENtral 0041/5. Telegrams: Holdfast, Cent, London. 
Factories : Phoenix Works, Speke, Liverpool. Telephone; Hunts Cross 1281/6, 
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MILNERS — THE SAFEST SAFE INVESTMENT 
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: The Neopos? Franking Machine disposes 
re of all recriminations about that odd two- 
; pence for which the post book cannot 
: account. For, in addition to franking 
9 and postmarking all outgoing 
bes letters and printing on them any 
; desired advertising slogan, it 
faithfully records every item of 
expenditure thus involved. 
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Huiihija FRANKING MACHINES 
Full particulars from 

RONEO NEOPOST LTD., Victoria Howse, 

Southampton Row, London, W.C.1. Hol. 4933 
Works: Romford, Essex. 


Branches throughout the country, 
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COMPANY MEETINGS 


TELEPHONE RENTALS, LIMITED 


DEVELOPMENT ON PROGRESSIVE LINES 


The annual general meeting of Telephone 
Rentals, Limited, was held, on the 22nd 
instant, in London, S.W., Mr Fred T. Jack- 
son, O.B.E., Comp.1.E.E. (chairman and joint 
managing director), presiding. 

The chairman, in the course of his speech, 
said: Our rental revenue amounts to 
£599,250, which shows an increase of about 
£30,000 over that of the previous year, while 
the profit on trading and miscellaneous re- 
ceipts amount to £66,733 and compare with 
about £41,600 under the same heading last 
year. 

Dividends on sundry investments do not 
call for any special comment and a compari- 
son with last year would be misleading as it 
only covered a period of seven months. Divi- 
dends frém subsidiary companies reflect their 
profit-earning capacity. 

On the other side of the account we have 
shown the operating costs and expenses inci- 
dental to the business, which total £344,273. 
Depreciation of the capital cost of installation 
totals £137,186 and the other allowances for 
depreciation are the usual annual provisions. 


NET PROFIT AND DIVIDEND 


The net profit on the year’s operations 
amounts to £198,258, and if you will refer 
to the profit and loss appropriation account 
you will see that with a balance of £38,996 
and adding the profits for the year there is a 
total of £237,254 to be dealt with. 

Of this sum, excess profits duty and 
national defence contribution require £31,340 
and income tax £73,623, so that taxation 
absorbs a total of £105,000 out of our year’s 
earnings. Of the balance remaining we have 
transferred £10,000 to general reserve and 
have made provision for dividends at the rate 
of 10 per cent. ver annum, less tax, which is 
at the same rate as last year. 


THE PRESENT POSITION 


Now to deal with the present position. We 
are faced with the general shortage of 
materials, which appears to be the common 
complaint of all industrial concerns in this 
country. Although we are not actual manu- 
facturers of the equipment we instal and 
maintain, this shortage of material affects our 
suppliers. With most of the factories with 
whom we deal, the period between placing 
an order and the commencement of deliveries 
is between 9 and 12 months, and this natur- 
ally affects the time which elapses between 
the taking of a contract and the completion of 
the installation, 

The increase of £30,000 in our rental 
revenue for the year 1946, to which I have 
already referred, represented rather less than 
a quarter of the total business in T.R. Ser- 
vices—~Telematic, time contro] and factory 
broadcasting—actually contracted for during 
the year. As a result of this unavoidable de- 
lay, therefore, on January 1, 1947, we were 
in the position of hav seclired contracts 
representing...am*“annual rental of over 
4,100,000 per annum, which had not been 
installed, j 

By the end of the first half of 1947 most 
of the installations covered by these contracts 
had been fitted, but equally during that same 
period the volume of new business secured 
came jm at a greater rate than that at which 
we were able to instal without increasing 


‘further the already very long completion 


period. 
From this statement you will gather that 
the position was becoming very Dur- 


ing the past ten years we have v greatl 
increased the number ‘of éuc subéevibers. and 


through the need for modifications to our 
existing service brought about through the 
switch over from war-time to peace-time 
production. Your directors are well aware 
that as an industrial concern we must be con- 
tinually striving for expansion, but they came 
to the conclusion that our existing sub- 
scribers must have prior call upon our ser- 
vices, and they therefore decided that for the 
time being, and probably for the remainder 
of this current year, they would restrict our 
selling efforts to our subscriber market. 

In this connection, I would like to men- 
tion that although there is a great measure 
of standardisation in the equipment we 
utilise, the method of construction of each 
installation and the facilities offered is dic- 
tated solely by the requirements of each 
individual subscriber. 


SERVICE TO SUBSCRIBERS 


Although we are a company, and an indus- 
trial concern, we have always had firmly in 
mind that our business was very largely a 
personal business, and experience has con- 
vinced us that our success depends on our 
ability to understand and interpret not only 
the requirements of our subscribers’ busi- 
nesses, but also thé needs and desires of indi- 
viduals in those businesses. It may surprise 
you to know that, quite apart from our tech- 
nical maintenance and service staffs, we have 
always devoted as much money in maintain- 
ing commercial contact with qur subscribers 
as we have devoted to the acquisition of new 
contracts. 

Bearing in mind the difficult times through 
which we have passed, and are about to pass, 
we considered it essential that we should, as 
far as possible, devote our energies to giving 
each individual subscriber the very best ser- 
vice he could possibly expect, and that for 
the time being our main consideration should 
be the consolidation of the goodwill which 
undoubtedly exists between our individual 
subscribers and ourselves. 

We believe that our subscribers are well 
satisfied with the service they get, but we have 
to bear in mind that many of our.installations 
were fitted during the war when many of our 
skilled men were in the Forces, and we were 
obliged to depend on semi-skilled man-power. 
Since that time we have made enormous 
efforts to expand, improve and bring up to 
date our training methods by the preparation 
of instruction manuals and the creation of 
Regional Training Schools. Great progress 
was made in our particular industry during 
the war vears, which has enabled us to extend 
the scope and range of T.R. service. 


A MISLEADING TITLE 


In conclusion, may I add that the title of 
our company—Telephone Rentals, Limited— 
is in these days somewhat misleading. For 
today, our comprehensive T.R. service not 
only covers internal telecommunication, 
which is identified and well known through- 
out the British Isles under the name 
“Telematic,” but als6 time control, job cost- 
ing and factory broadcasting. About one- 
third of our total rental revenue is derived 
from these latter phases of T.R. service, each 
of which is of great importance in the indus- 
trial world today, and each of which is capable 
of great development in the future. 

“Inomy address I have endeavoured to con- 
a maa re your company is always look- 
id, is deve’ g On progressive li 
and on safe lines ially, which should 
give you every confidence for its continued 
adopted 


The ; 
The proceedings terminated with a vote of 
thanks to the chairman. 
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-course of his speech, said: The prof 
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FAIREY AVIATION 


The nineteenth ordinary 
of The Fairey Aviation Com 
was held, on the 22nd instant, in London 

Sur Richard Fairey, MBE, BR Asc 
(chairman and managing director), in the 


company and its main subsidiary, Sto 
Aviation Company, Limited, for the 
under review, after charging directors’ 
depreciation and the service of notes, ar 
£009,890 against £417,268 for the 
half-year, The amount put to reserve fy 
taxation is £300,000, leaving, after the dedye 
tion of the £5,012 profit retained by. Stock. 
port Aviation Company, Limited, a net 

of £304,878, to which has to be d the 
amount brought forward from last year g 
£44,748, giving a total of £349,626 

for disposal. It is proposed this year to make 
an allocation of £25,000 to the Staff Pension 
Fund; to transfer a further £150,000 to the 
reserve for Research and Developmen, 
making this a total of £300,000; to leave th 
General Reserve at £1,000,000 and to Pay a 
ordinary dividend of 2s. per share. 


SUCCESS OF FINANCIAL POLICY 


The total of share capital and reserves j 
now over £2,800,000, which I think demoo. 
strates very completely the strength of th 
company’s financial position and the wisdom 
of the financial policy followed by the board 
throughout. Only-recently it has been utged 
by the Government that, in the nation 
interest, dividends should not be increased 
and that profits should be ploughed back 
This has not fallen on deaf ears, but, indeed, 
the ploughing back of profits has always ben 
the foundation of our financial policy, with 
the result that we have built up the position 
that is revealed by the accounts today. 

“ In pre-war days, what were known s 

private ventures ”—meaning aircraft o 
other projects designed by the firm to 
own ideas and entirely financed by th 
were a notable feature of the activities of the 
British aircraft industry and one that 
doubtedly made an outstanding contribu 
to the technical supremacy of this county 
then held. Such private venture types, 
indeed, formed a considerable p ion of 
the equipment of the Royal Air > and 
the Royal Navy. The expanded costs of th 
present times, coupled with the growth 
size and complexity of the modern aeroj 
must necessarily restrict this practice, 
theless, it is one which we feel should & 
carried on to the maximum extent 
and we wish to maintain our freedom @ 
action for such operations and must 
our resources to that end. Your con 
has still further extended its technical 1 
ties and we are now engaged on a lage 
research programme than at any time inou 
history. The engineering staff and facilis 
have been further increased and are now W 
able to take care of these expanding interes 


MARK IV “FIREFLY” 


The year under review saw the intcodu- 
tion of our Mark IV “ Firefly” as the sta 
dard two-seater fighter reconnaissance 
craft for the Royal Navy. This type has ale 
been supplied in numbers to the Royal: 
dian Navy and the Royal Netherlands Na 
and we have every hope that in er 
paratively near future it will become the! 
of yet another Air Arm overseas. ee 

ur production orders for this typeof at 
craft can be considered satisfactory in We" 
of the general lowerit < + at 


Our helicopter is now com and about 
to start flying trials. Satisfactory tests whilt 
oe have been carried out and results 

seem very promising. 

The report ‘vas adopted. 
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AGGREGATE ASSET> 
ct 34st March, 1945 
478,536,585 







Established over 80 years 
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Victoria ; Sydney, New South Weles. 
Suva, Fijj; Apia, Samoa 


Head Office: WELLINGTON, N.Z. 
P. L. Porter. General Manager 


London Office 
1, Queen Victoria St., £.C.4 
©. M. Samuel. Manager 








REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS  €16,300,000 
ASSETS EXCEED £97,000,009 
CLAIMS PAID EXCEED £181,000,000 


(1946 Accounts) 





UNIVERSITY OF LEEDS 
DEPARTMENT OF ECONOMICS AND COMMERCE 


Applications are invited for the post of Lecturer in_ Economics or 
Economic History on the salary scale £550 rising by £25 annually to 
Applications should reaeh the Registrar, University, Leeds 2 
(from whom further particulars may be obtained), not later than 


£300 a year 


October 2Vth. 


ONDON UNIVERSITY (Centre for Courses in “International Affairs). 

4 Special course of evening lectures on 
WEST,’ Monday evenings 6-7.30° p.m, 
School of Hygiene, 
booking only. Enquiries and applis. to Secy., 
Affairs, Senate Ho., W.C.1 


‘ASSISTANT required in the Market ‘Research Dept. of | a large busi- 


The successful appli- 
cant, who would be aged 25-30, will Concentrate on the export field, and 


ness organisation, in the London Head Office. 


must be capable of analysing world-wide trade and market statistics. 
A degree in commerce, economics, or statistics would be an advantage. 
—Write Box 567. 


‘TATISTICAL Clerk (Male. age under 30) is required by Market 
Research Department at the West End Head Office of a large group 
ducation should be at leasi up to matriculation ee 
ary 


of Companies, 
dard, and experience in compiling trade statistics is essential, 
Commensurate with actual experience.—Write” Box 568 


ee 


ESEARCH | OFFICER wanted to carry out work in the North-East 


on industrial location. Must have Honours Degree in Economics. 
Salary at the rate of £500 per year. 


Newcastle- “apne Tyne, 1. 





,NIVERSITY GRADUATE wanted to undertake a land classification 


Salary up to £500, 
Appointment for one year in the first 


in the North-East. Honours Degree essential. 
according to qualifications. 
instance.—Write, North-East Development Association, 9, Eldon Square, 
Newyeutie- upon-Tyne, 1. 


R ECENTLY demobilised Cambridge graduate, Economics and politics, 


useful intelligence experience, sound knowledge Europe, fiuent 


French and German. Proved organising ability, initiative. 
562. 


Aged 25. 
Seeks interesting situation.—Box 


I .OCTOR OF SCIENCE “English, aged 38), ‘with: a background of 


sciences, especially 
nutritien and agriculture, is open to offers of appointment as technical 


Especially 
interested in oe Schemes associated with vitamins, hormones, 


administrative experience in the biochemical 
executive tv an industrial concern with overseas interests. 


or pesticides.—Box 


(COMPLETE set of Books* for B.Sc.(Econ.) Final exam., 
condition Apply Box 560. 





UT ‘UMN holiday? ‘Let me arrange a a holiday for you in Cornwall, 
somerset or Eire, also Christmas Parties.—Box 563. 














delighttul old Norfolk Mill, invites few others.—Box 564 





ae group wishes to eres controlling interest in Limited 
Company of eee ae or Sh cm gpa with large clientele who are 
goods, earthenware, lace netting, 


registered as exporters of ration 
furs, eie.—Full details in strict confidence to Box 558 





Stare fully trained is required by large Industrial Group 
the Group. noe ryt if Hy ay oot gg a saute 

oy . of age, qua an 
Serle Street, ‘London, C.2. id 


required, to Box No. 400, 8, 


LLL LLL LLL LLL LLL ALL ALLL LLL LAL ALLL LAL LLL ALC LC CC teense 
Sony), Expert SERVICES—Hr,,.Day or Week (Cent. Ldn. District 
A 78 arin ee Own machine. Highest Refs. ’Phone: 












Printed in Great St. 


by CLEMENTS Kings 
dl Rpt See ie eae ee Ee ee 





‘THE U.S.S.R. AND THE 
, Oct. 13th to Dec. 8th, London 
Tickets (40s. for course of 9 lectures) by advance 
Courses in International 


Appointment for one year in the 
first instance.—Write, Northern Industrial Group, 9, Eldon Square, 


excellent 


YOUNTRY Week-end: October 17th-20th. Small House Party, staying 


cietsteaenetaee nemesis tC NAT Ct CCC LAT ee 


.warmth.—Booklet No 15 


way, London, W.C.2. Published weekly 
R.'S. Farley, 111 Broadway, New York, ckaisien September 27, 1947. 
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THE HONGKONG AND SHAN 
‘BANKING CORPORATION 


tn the Cotony ot Hongtons, 
b oortaa. ISSUED AND {ULLY PAID - - . 
RESERVE FUNDS STERLING .- e ° 


RESERVE LIABILITY OF MEMBERS 


Head Office : HONGKONG iif 
Ohiei Manager’ Vue Homovsaste Ma A. Monge, 0.8.5. 


































Colombo — | jvamden 
Amoy ; a 
Bangkok *Daireo Kowloon Neoking Poteet 
Batavia Foochow Koala Bett = New York pm od 
Bombay Kuala Lampe —— Peiping Tawan 
*Hamburg Kure Penang 
Calcutta w Labuan Rangeon 
Cameron High- *Harbin Leadon Saigon Tientsin 
lands (Malays) Lieto Lyons Bandakan Tokio 

Can! Ipoh Malacca Ban Francisco = Tuingtao 
*Chefoo Jesselton Manila *y. 

Obungking Johore Muxr (Johore’ 


London Office . 
HONGKONG & SHANGHAI BANK Sarre LIMITED, 
+ Geena Ged, El 0 sangha ip England, and 
The Hongkong and Shanghai Banking Corporation, 
Trastee in approved cases. Trustee Comp nies. sieo + 
@ Hongkong and Singapore 




















Full partecwiars may & had on applicarton 


South America 


With our own branches in 19 important Central and 

South America cities, and correspondents throughout 

South America, we are well equipped to serve British 

traders interested in Latin American markets. Corres- 
pondents the world over. 


London Offices— y 
€ Lothbury, E.C.2. E. B. Melnerney, Mgr, } 
2-4 Cockspur St., S.W.1L. L. R. Newman, Mgr, }. 


THE ROYAL BANK 


Canada, Newfoondiaalt 
Head Offic: Montreal.  [ the West Indies, Central 
Offices in New York & Paris. ond Bisth America 


incorporated in Canada in 1869 with Limited Liability. 





SUDAN GOVERNMENT 


The Sudan Government requires a Statistician, aged 25 to 42, to fill th 
post of Assistant Government Statistician and to work under the Govert- 





mics and Trade. This section is being expanded and mode 
successful candidate will be the second in charge. Candidates 
have an Honours Degree in Mathematics er Economics with 
experience in Statistical work, but applicants with considerable 
ence of an advanced statistical nature would be considered. 


intment will be in Scale Bl on either (i) Long-term Contract # 
aos rovident Fund Contract. Under (i) Salary Scale (Scale BD ae 


ment Statistician in the Statistical Section of the Panda / 


£E852—£E924—£E996—£E1,080 (biennial increases), with one f 
crease after three years to a maximum of £61,200, Subject to 

of two years’ probation, a contractual period is envisaged of not 
7 or more than 15 years, on completion of which candidate q 3 
a gratuity according to sliding Scale. Gratuity tor completion 15 yt 
contractual peried is £85,500. This gratuity is also payable on 

pression of post or replacement by Sudanese before completion Of 
tractual period. Special gratuities for discharge on medical 
before completion of contractual period. Under (ii) Salary Scale 
£E1,000—£E1,080—£E 1, 170--£EL276 (biennial increases), with one 
increase after 3 years to a maximum of £§£1,400. Subject to sa 
completion of two years’ probation, period of service 7 years: oF, 
longer period as will bring candidate to age 38. Candidate 
towards Provident Fund at 74 per cent. and receives on coniple 
period a Government contribution equivalent to his own con 

plus interest. Starting rates would be determined according to 
experience and qualifications. hr 


A Cost of Livigg Allowance at the rate of 45 per cent. of 
up to a maximum of £E18.750 


= mer oom aga a force. ee El = £1 Os. oa.) ema 

appointmen ct medical examination. NO I 

Of application may be obtained from, Sudun agent Welling 
° rom: Su nt eliin 

Se gham Gate, London, 8.W.1.. Please mark Savalopes 


aw 


ENERAL Manager, wholesale distributive business in nee 
Cycle trade earning over £1,500 a vear convinced of the 
essential nature of present work would appreciate more vital 8 


ment. Age 38. elor. No academic qualifications but 
of achievement in commerce and Army.—Box 565. 

























cut SHORTAGE—Install NU-WAY poe BURNER EQ 
for your. central heat boiler and 


rom Nu'WaY YREATING P. Ti . 
Economist Newsparsr, LaDy 
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